








THREE MUSKETEERS OF 


PROGRESS 


Heating -Sanitation- Ventilation! 


ANYONE WHO modernizes a house built 50, 
100 or 200 years ago learns the astonishing 
truth that progress in home comfort has been 
largely in heating, sanitation and ventilation 
—and this progress has been made within a 
short lifetime! 


The roof, walls, foundations and chimneys 
built by our forefathers—for centuries past— 
all serve a modern purpose, and serve it well! 


But today we think a house is hardly liv- 
able without modern heating or air condi- 
tioning, without a modern kitchen, and mod- 
ern bathrooms. 


In this comfort revolution, the leaders have 
been companies within the American Radia- 
tor & Standard Sanitary Corporation! 


More than any other organization in the 
world, for example, the American Radiator 
Company has created the heating comfort 
which America now demands as a rightful 
standard of living. And today, with pedi- 
grees of more experience and more research, 
American Radiator products give heating or 
air conditioning comfort to more homes in 
America than the products of any other or- 
ganization. 


In sanitation, Standard Sanitary Mfg. Co. 
has earned similar decisive leadership through 
38 years of brilliant contributions to making 
American homes more healthful and conven- 
lent. 


In the field of air conditioning—air puri- 
fication, humidification, dehumidification, 
ventilating, and in all types of air handling— 


Ww 


the American Blower Corporatien has also 
been in the forefront of progress. 


Likewise other companies within the Cor- 
poration are leading their respective branches 
of the heating and air conditioning field: 
Fox Furnace Company (direct-fired heating 
and air conditioning) ; Kewanee Boiler Com- 
pany, (steel boilers); American Gas Prod- 
ucts Corp., (gas equipment); Standard Air 
Conditioning, Inc., (room-unit air condition- 
ing); and the Detroit Lubricator Co. (heat- 
ing and cooling controls and valves). 


The C. F. Church Mfg. Company has set 
new standards in toilet seats; and other com- 
panies—Campbell Metal Window Corp., Heat- 
ing & Plumbing Finance Corp. and affiliated 
companies in Canada, England, France, Ger- 
many, Italy, Belgium, Holland, Switzerland, 
Austria, Spain and Mexico—all have contrib- 
uted vitally to progress towards healthier and 
happier homes. 


Ten major laboratories in the United States 
and others in France, Germany and England 
give these companies a tremendous advantage 
in being right, and being sure, as they lead 
today’s faster pace in home improvements. 


But far more important than the physical 
assets, the mines, the plants, the patents, and 
distribution facilities of the Corporation, are 
the traditions and habits of leadership—the 
knack of knowing how—which gears the man- 
power of each division to be out in front! 


From this comes assurance that in the fu- 
ture the products that mark progress in Amer- 
ican home building, will most frequently bear 
this familiar sub-title: “Division of —” 


AMERICAN RADIATOR & STANDARD SANITARY CORPORATION 





40 West 40th Street, New York, N. Y. 
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Did You Buy 
at the 
Right Time? 


Subscribers to T. E. Rassieur Trend 
Interpretation Service got safely out 
of the market on March 19, and 
avoided losses. Subscribers went 
back in the market on July 14, on 
our telegraphic advice to “Buy.” 


Our subscribers are now making 
profits on the upward price move- 
ment. They know what to buy-- 
they trade fearlessly in diversified 
groups of leading stocks. 


Enjoy their advantages. Let 
T. E. Rassieur Trend Interpretation 
Service time your trading, so 
you buy or sell profitably at the 
beginning of trend movements. 


Forecasts of long-term and short- 
term trends are made strictly by 
mathematical computation, with 
consistent accuracy. Proved in ris- 
ing and falling markets for many 
years. Interesting details in free 
booklet: “TREND INTERPRETA- 
TION.” Write for it today. 


T. E. RASSIEUR 


Trend Interpretation Service 
1641 Continental Bldg. St. Louis, Mo. 
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KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘‘TRADING METHODS’’ 
This handbook issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders. A copy together with 
their Market Letter will be mailed upon 
request. (785) 


MARGIN REQUIREMENTS 
McClave & Co. have prepared a leaflet 
explaining margin requirements. A copy 
will be sent on request. (891) 


20 PUBLIC UTILITY STOCKS 
is the name of a circular which has just 
been prepared for investors by Duns- 
combe & Co., members New York Stock 
Exchange. Write for (937). 


MARGIN REQUIREMENTS, COMMISSION 
CHARGES 
J. A. Acosta & Co., have prepared a fold- 
er explaining margin requirements, com- 
mission charges and trading units. Copies 
gladly sent investors and traders. (939) 


MAKING MONEY IN STOCKS 
This booklet, issued by Investors Re- 
search Bureau, will be sent free to in- 
vestors upon request. (953) 


UNITED BULLETIN 
Bulletin giving definite advice on leading 
stocks is issued by United Business Ser- 
vice. Free copy sent on request. (954) 


TREND INTERPRETATION 
The above named booklet, prepared by 
T. E. Rassieur, will be sent free on re- 
quest to interested readers. (992) 
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Member of Audit Bureau of Circulations 
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With Th\e Editors 


FAV 


Taere has been a gratifying change 
in the matter of revising New York 
Stock Exchange commission rates. 
The original report of the Pierce 
Committee, discussed on this page 
in the last issue, recommended a 
scale particularly burdensome on 
small transactions. It met oppo- 
sition even in quarters most favor- 
able to larger brokerage revenues. 
Although further changes are quite 
probable before adoption of a new 
schedule, those now suggested are 
definitely in the right direction. 
Recognition is now given to the 
danger of piling up charges on the 
small investor or speculator to the 
pont of driving him from the mar- 
ket. Where the rates formerly pro- 
posed would have set a higher cost 
per share on an odd-lot than on a 
round-lot, this penalty is to a great 
extent eliminated under the new 
schedules. Thus, aside from the 1% 
of a point charged by the odd-lot 
dealer, and the federal and _ state 
taxes, the cost of buying 50 shares 
of a stock selling at 15 would be 
$8.25, rather than the $12.50 origi- 
nally suggested. For a 100-share 





would be 


the commission 
$16.50, against $20 under the earlier 


order, 


schedules. Whether buying 100 
shares or 50, the cost for a stock at 
this price would be 161% cents a 
share—a much more equitable ar- 
rangement and a saving to both 
classes of traders. The reduction 
would be offset by progressive in- 
creases in the higher price ranges, 
falling on both round and odd-lot 
transactions. 

Members of the Stock Exchange 
have undoubtedly considered the ef- 
fect of the decision they are to make 
upon the increasingly favorable pub- 
lic relations that institution is en- 
joying. A drastic or discriminatory 
rise in commissions might undo some 
of the good work accomplished in 
that direction, without actually en- 
larging revenues. When the I. C. C. 
faced a similar problem in regard to 
passenger revenues of eastern rail- 
roads last year, the decision was in 
favor of lower rates, rather than 
higher, in order to increase volume. 
The jump in receipts was marked, 
whether due to lower fares or not, 
and the reaction of the public was 


Proposed 


certainly favorable. Without press- 
ing such an analogy too far, the wis- 
dom of tackling a similar problem 
with directly contrary measures is 
questionable, however much _in- 
creased revenues may be needed by 
the brokerage houses. 

Sentiment is strong against penal- 
izing trades in less than 100-share 
lots, not only because of the sub- 
stantial revenue thus jeopardized, 
but with a mind to the important 
cushion such buying or selling pro- 
vides against market swings. Figures 
released by the S E C for the four 
weeks ended July 3rd show that odd- 
lot purchases exceeded sales in that 
period by roughly $22,500,000. Had 
higher commissions been in existence 
to discourage a good part of this 
buying, the decline might have 
acquired a more serious momen- 
tum. 

The tendency toward thin mar- 
kets, pronounced enough as a result 
of other factors, needs no impetus 
from prohibitive commission rates 
and should receive no aid from 
those interested in broad and or- 
derly trading. 
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IN THE NEXT ISSUE 


Mid-Year Dividend Forecast 


Part 1I—Steel, Motors and Accessories, Food, Movies, Tobacco, Liquors, Chemicals 
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AN ADVERTISEMENT OF THE WESTINGHOUSE ELECTRIC & MANUFACTURING COMPANY + EAST PITTSBURGH, PENNSYLVANIA 


“Look, Mother! 
I FIXED 
THE LIGHTS" 
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Making electricity SIMPLE is as big a job as making it WORK 

the 

ian the lights go out, even put into most new houses, and it This does not mean that the basic : 
an eight-year-old like Billy | can be installed in any home fora _ principles of electricity have become 
Martin can restore them, if the very few dollars. It is one of the any simpler. It does mean that p0 
house has a NOFUZE load center. improvements that Westinghouse electrical engineering, as typified lar 
Instead of a fuse blowing when a engineers are constantly providing by Westinghouse, has harnessed it 
circuit is overloaded, a little lever to make “electric” and “automatic” these principles so well that their Ye 
trips, showing which circuit is mean the same thing. operation is something the youngest : 
“out.” If the cause of the over- When electricity was new, people mind can grasp. fe 
load has passed, a flip of the lever used to think it took an expert even Billy Martin “‘fixed the lights”— i 
will restore service. If not, the pro- to change a light bulb. Today, the but a number of men worked hard po 
tection remains. operation of all sorts of electrical for many years to make it possible 
This safe, simple device is being devices is as natural as breathing. for him to do it. an 
lea 
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@) Westinghouse aul \' 
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The Trend of Events 


AVICTORY FOR AMERICA... While it is difficult to 
weigh current events in exact perspective, there can be 
litle doubt that the defeat of President Roosevelt’s 
efort to pack the Supreme Court will be recorded as a 
major landmark in the history of the United States. 
It preserves the traditional independence of the judicial 
branch of the Government. It marks a reassertion of 
the independence of the legislative branch. It signals a 
retreat from the one-man super-government toward 
which we had been dangerously drifting. 

The Senators who courageously and successfully op- 
posed Mr. Roosevelt’s ill-advised venture—-and particu- 
larly those who did so from the first, when many feared 
it might be political suicide—merit the highest praise. 
Yet the opposition won this fight only because it had 
the support of majority public opinion. The more the 
President insisted on having his own way, the louder 
became the public protest. The fact again demonstrated 
is that our people instinctively distrust an excess of 
power in anyone’s hands. 

The President’s defeat should end “must” legislation 
and dictation to Congress. Whether it ends effective 
ladership of the Democratic Party will depend almost 
entirely on Mr. Roosevelt’s reaction to his first major 
political reversal. The emergency that justified extraor- 
dinary centralization of Federal power in 1933 is over. 
Mr. Roosevelt will be well advised to put less faith 
henceforth in the wisdom of the immature and over- 


zealous idealists who have too long constituted his 
“Kitchen Cabinet,” to return to a leadership of per- 
suasion and to heed the counsel which his experienced 
friends in Congress are eager to give. No other course is 
open to him, if he would not see the New Deal go to 
pieces. What is most needed now is not more hot- 
house reform, but the consolidation and preservation of 
our gains. That way lies a restoration of confidence and 
a great economic advance. 


THE FUTURE OF THE FRANC... Fascist dictators 
gloat and friends of democracy dolefully shake their 
heads as France’s deep-seated political and economic 
troubles reflect themselves in another monetary crisis. 
Due mainly to an onerous debt burden created by the 
World War and to imperatively needed spending for 
national defense, the French Government’s budget has 
been balanced in only three years out of the past twenty. 
The French are plagued internally by political dissen- 
sion and instability, externally by continuing fears of war. 

A policy of deflation having failed to save the franc, 
the Blum government resorted to reflation, hoping that 
increased spending and cheapened credit would induce 
recovery and result in repatriation of capital. The effort 
failed, partly because the Blum “New Deal” frightened 
capitalists all the more, partly because it could not com- 
mand adequate cooperation from France’s “Old Deal” 
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banking system. Now we see the Chautemps-Bonnet 
government reverting in desperation to retrenchment 
and increased taxes—in short, to deflation again. 

Will this painful remedy prove effective? Nobody 
knows. If it doesn’t, it means further postponement of 
international monetary and political stability—impor- 
tant to the United States as unwanted gold continues to 
flee here, vital to the cause of world peace. 

Yet the French position is far from hopeless. Funda- 
mentally, her economic and financial status is far 
stronger than that of Germany or Italy; and—as was 
demonstrated in the war—Frenchmen know how to drop 
their internal quarrels and act as one when national 
existence is threatened. One can take some comfort in 
the thought that in a free economy strains and stresses 
tend to set up their own correctives. In Hitler’s Ger- 
many frightened capital cannot take flight and political 
dissension is suppressed. The beneficial results claimed 
are a delusion. The Germany economy is like a machine 
running at terrific speed, with the safety valve tied down 
and the governing wheel removed. The longer it runs 
on in this fashion, the more probable an ultimate eco- 
nomic disaster in comparison with which the present 
French difficulties are pale and insignificant. 


TIGHTENING INSTALLMENT CREDIT .. . The in- 
fluence of installment credit upon the business cycle 
will probably remain a matter of debate. It seems evi- 
dent, however, that expansion of such credit is a supple- 
mentary, rather than primary, factor in prosperity, and 
that contraction of it is but a supplementary factor in 
depression. Judged by relatively small percentage of 
repossessions, installment financing, as handled by insti- 
tutions experienced in this field, met the test of the 
recent depression with flying colors. 

Yet no credit instrument is without its potential 
dangers, and it is no doubt true that the tendency over 
the past year or two has been toward too great liberality 
in terms—smaller down payments, longer maturities, 
extension of credit on “soft” goods and use of the device 
by many sellers without adequate experience in what the 
successful finance companies have shown to be a spe- 
cialized field. It is, therefore, significant that the pio- 
neers of installment financing are now tightening up 
their terms, especially on automobiles. Down payments 
will be larger, term or risks shorter. All dispensers of con- 
sumer credit will do well to bear in mind the old adage 
that “a stitch in time saves nine.” 


RISING BUSINESS PROFITS . . . When the markets 
were sagging in April and May, in the face of continuing 
satisfactory activity in business, pessimists told us that 
we were heading into a period of “profitless prosperity.” 
Higher costs would begin to show up, we were assured, 
in second quarter earnings statements. Well, the first 
52 reports from industrial concerns show an average 
gain of 25.7 per cent for the second quarter, as compared 
with the same period last year. This average may be 


changed substantially, either up or down, as a greate 
number of statements come to hand. 

Nevertheless, the trend of earnings thus far shown has 
none of the earmarks of “profitless prosperity.” The 
fact that the year-to-year percentage gains shown in first 
quarter statements will not be equalled should surprise 
no one. The slackening rate of gain is due partly to 
higher operating costs, but in much greater degree to 
the statistical reality that the higher we go in recovery 
the higher will be the base against which quarterly earn. 
ings are compared, and the smaller will become the 
percentage gains. All evidence indicates that third 
quarter volume and profits will make an excellent shoy- 
ing, but with still further narrowing of percentage in. 
crease because of comparison with the active and profit- 
able third quarter of last year. Such huge percentage 
gains as were shown in the second half of last year and 
the first quarter of this year are typical in the transition 
from depression to prosperity. Paradoxically, the more 
prosperous we become, the smaller the future gains. 


BETTER TIMES FOR BANKS ... Use of short term 
commercial loans is not a matter of confidence but of 
necessity. Early in the recovery the banks were roundly 
criticized at Washington for not “co-operating” with 
the New Deal by loosening up business credit. Ma- 
chinery for providing business loans to worthy risks 
was set up both by the Reconstruction Finance Cor- 
poration and by the twelve Federal Reserve banks, 
but very little credit was extended because poor credit 
risks were turned down and business men with a sound 
credit rating either did not need money or preferred 
to get it through their regular banking affiliation. 

Today, for several reasons, commercial bank loans 
are rising at a fast pace, and the outlook for bank 
earnings during the rest of this year is the most promis- 
ing in some time. For the most recent week reported, 
loans made by reporting member banks of the Federal 
Reserve System for commercial, industrial and agricul- 
tural purposes increased by $76,000,000. Not since the 
1924-1929 boom has business borrowing expanded at 
anything like the present pace. Nor is this a temporary 
phenomenon. A steady and substantial rise in such 
loans is likely for some time to come, reflecting both 
the movement into commerce of this year’s much en- 
larged crops and sustained activity in industry and 
trade. On the other side of the picture, business— 
because of the profits tax—can not rely on re-invested 
earnings but must seek needed funds either in the 
capital market or from the banks. Other than those 
of the highest grade, however, new capital issues are 
not easy to market. In this situation banks as a rule 
are able to offer short term credit at rates attractive 
to borrower, yet profitable to lender. Present surplus 
balances of member banks would permit an expansion 
of at least $5,000,000,000 in credit, without allowing for 
possible further contraction of bond holdings. It looks 
as if bank shareholders may eventually get a little piece 
of the recovery pie. 
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ie days Britain needs a Solomon, and it appears 
there is not a single man in her present government 
equal to the task of serving her adequately. If there is 
any proof needed that quality of leadership is the essen- 
tial ingredient in the progress of a nation, the situation 
in which England finds herself today amply demon- 


strates this fact. 


The handling of the Palestine Mandate is the latest 
blunder. It is proposed, even in the face of objections 
by Parliament, to break up that country into three 
parts. It has antagonized both Jews and Arabs at a 
tme when Britain needs the friendliest co-operation. 

But that is not all. The psychological effect of her 
inept diplomacy, where formerly she had the respect and 


admiration of the world, may 
be far: reaching. 

Already in India the hu- 
miliating way in which the 
Duke of Windsor was handled 
has, to say the least, cast grave 
doubts on the quality of Brit- 
ain’s leadership. And in uncer- 
tain times like these, the impres- 
sion of such weakness is fraught 
with grave danger. 

Personally, I was amazed at 
the way in which she met this 
crisis. In days gone by England 
would have put a good face on 
this awkward situation. She 
would have capitalized the broad 
international experience and per- 
sonal charm of Edward and 
turned it to the advantage of 
the Empire. 

She lost a great opportunity 
in failing todo so. The England 
of other days would have dis- 
guised the unpleasant back- 
ground of Edward’s abdication 
and would have informed the 
world that although Edward was 

obliged to lay down the heavy 





BY CHARLES BENEDICT 


MUDDLING THRU 





Wide World Photo 


The doorway of 10 Downing Street, where the 
policies of the Empire are determined. 


burdens of state at home, he would in the capacity of 
Ambassador-at-Large, for which he was so eminently 
fitted, take up the services of his country abroad. That 
his first post was to be, let us say, the United States 
where he would work side by side with the accredited 
Ambassador to build and cement the closest relationship 
between the two nations, so logical because of the ties of 
blood and language. That he would similarly then take 
Japan, India and wherever 
would be 





up posts in other countries 
the quality of his cooperative spirit 
needed. 

Such poise and dignity would have had a stabilizing 
effect not only on the Empire but on the whole world 
as well. The policy which England actually followed 
produced only greater de- 
moralization and uncertainty. 

Now it may be very consol- 
ing for the English to feel that 
they have always muddled 
through the most difficult crises, 
but there is a new set of circum- 
stances today. And in the moves 
so far she has not shown her- 
self an adversary to be great- 
ly feared. The Channel is no 
longer a safeguard. She is vul- 
nerable to attack from the con- 
tinent. Italy, Germany and 
Japan are greedily waiting to 
divide her empire among 
them. 

The danger is grave.. More. 
Dae so when it is noised about that 
| jp amunenan oil is responsible for her decision 
satus in Palestine. This is very dis- 
turbing when we know that the: 








delays by the League of Nations 
in applying the oil sanctions 
against Italy enabled Mussolini 
to take Ethiopia, upset the bal- 
ance in Spain and so to threat- 
en England’s life-line in the 
Mediterranean. 
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W. do not see how anyone can seriously doubt that 

the odds strongly favor further average stock market 
advance from the present level. Important business 
recession during the second half of the year—forecast 
by many observers some weeks ago—becomes increas- 
ingly improbable. The center of political gravity at 
Washington has shifted in so decisive a manner that it 
is certain to strengthen investment and business confi- 
dence. Doubt as to the solidity of the 
commodity price structure has largely 
evaporated. Fears of general European 
war have again receded to a latent 
status. 

While the Dow-Jones industrial aver- 
age, made up of a relatively small num- 
ber of leading stocks, shows a consider- 
able advance from the June lows, broad- 
er averages reflect the fact that the 
market as a whole has retraced but a 
moderate part of the ground lost in 
one of the most severe and protracted 
intermediate reactions in several years. 
This partial recovery has been effected 
on a very modest volume of transac- 
tions and it is obvious that no over- 
expanded speculative position exists. Finally, taking 
into account earnings trends, yields and continued low 
money rates, the majority of stocks remain definitely 
cheap. 

Both from an investment and a speculative point of 
view, it is essential to keep firmly in mind the reality— 
demonstrated alike in recent reaction and recovery— 
that thinness is itself the most dynamic factor in pro- 
ducing price changes in the New Deal regulated market. 

This is why the market has been able to give the 
laugh to those skeptics who in May and June were ask- 
ing “Who will there be to buy stocks?” It was pointed 
out that the great majority of margin accounts were 
restricted; that European investors and traders had 
been hard hit by reaction in both the London and New 
York markets and probably would not again be able 
or willing to buy American equities on the former scale; 
and that the big investment trusts, as well as most 
individual investors, were pretty fully loaded up. 

Such arguments have always been heard around the 
bottom of every intermediate reaction. The answer is 
that when composite market judgment holds stocks to 
be a buy, purchasers possessed of the wherewithal invari- 
ably turn up in considerable number—and it takes less 
of this buying than ever before to spin the market 
around on its heels. For example, taking the seven 
trading sessions during which greatest daily advance 
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Market for the Next 3 Months 








MILLER 


was made in the past month, one finds total gain of 
nearly 17 points in the industrial average on total 
volume of only 7,100,000 shares. This means that a 
shift in investment and speculative sentiment and a 
switch from a trickle of selling to a trickle of buying 
produced a substantial advance on a volume of transac. 
tions equal only to about 1% of 1 per cent of the total 
number of listed shares. 

Since only picayune buying is needed 
to support selective advance—given 
generally optimistic investment and 
speculative sentiment — perhaps the 
most important question that presents 
itself at present is: “Are investors and 
speculators likely to be hopeful over the 
next several months or fearful?” 

We are convinced that majority senti- 
ment will be hopeful, with the only pos- 
sibility of a reversion to fear and doubt 
centering in Europe. Even as to the 
contingency of war, the odds seem to 
favor the optimists, at least so far as 
this year is concerned. In the past year, 
with armies made up of so-called volun- 
teers from half a dozen major nations 
fighting a more or less unofficial war in Spain, a match 
has been applied to the European “powder keg” on 
almost innumerable occasions—without an_ explosion. 
Meanwhile, European crops are so poor as to give pause 
to the more aggressive swivel chair warriors, and each 
passing week sees an increment to the armed might of 
Britain and a resultant strengthening of her key posi- 
tion in the European balance of power. 

The domestic fears so prevalent during the second 
quarter have either waned or evaporated. No one now 
dreads that the country will be turned over to Mr. 
Lewis and his C. I. O. It is tacitly recognized that 
C. I. O. extremism has shot its bolt, that national and 
state politicians will not again risk burning their fingers 
in the fire of adverse public opinion by supporting labor 
violence, and that whereas the chief objective of the 
unions heretofore was to prove their economic power 
they are now increasingly under the practical necessity 
of proving their responsibility, if any. The 200-odd 
outlaw strikes in General Motors plants since it signe! 
a union agreement have probably done more to strength- 
en the present tactical advantage of the employers than 
even the defeat of the C. I. O. in its recent drive on the 
leading independent steel companies. The present 
tendency of employers is to demand guarantee of union 
responsibility before signing or renewing contracts. It 
is so reasonable a demand that it necessarily commands 
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The business picture remains favorable. Defeat of the court- 


packing drive and reassertion of Senate independence should 


greatly strengthen investment and business confidence. 


We 


forecast a rising market trend and advise selective purchases. 


the support of public opinion. Moreover, if union re- 
sponsibility zs established, that fact of itself would tend 
to put labor relations on the plane of peaceful bargain- 
ing. 

in, there can be little doubt that during the first 
half of the year President Roosevelt’s determined drive 
to remake the Supreme Court to his own tastes played 
a major role in provoking longer-term investment fears 
and that this was a contributory factor in market reac- 
tio. At that time a President whose course persistently 
had been “Left of the Center” appeared to hold his ma- 
jority in Congress in the hollow of his hand, and to be 
heading for one-man government. It was obvious that 
if Mr. Roosevelt succeeded in adding the Supreme Court 
to his domain, no investor and no business man could 
know even approximately what far-reaching changes 
would be brought about in government and in the rela- 
tionships between government and industry. 

Not only has the court-packing plan been defeated. 
Equally important, Mr. Roosevelt’s grip on Congress 
has been loosened and it appears highly improbable 
that anything like the degree of domination previously 
exercised by the White House will be regained. This is 
not to say that a majority in Congress has turned reac- 


tionary or conservative, but it does mean that we are 
through with hasty “brain trust” legislation, that New 
Deal laws henceforth will be more carefully considered 
in consultation with experienced leaders in Congress, 
and that the opposition can count on much more ex- 
tended and considerate hearing than heretofore. 

Looking under the surface of what is going on at 
Washington, we believe it is safe to conclude that at 
present the moderate elements in the Senate are defi- 
nitely in the saddle, and that Vice President Garner, 
rather than the duly elected Democratic leader—Senator 
Barkley—is their “off-the-record” general and strategist. 
We are further of the opinion that the security markets 
have not yet adequately celebrated these momentous 
and reassuring changes in the political picture. 

Since both the administration and its newly strength- 
ened opposition in Congress desire to see further eco- 
nomic recovery, future differences of opinion will center 
not on basic objectives but on methods. We have not 
the slightest doubt that the great majority of invest- 
ors and of business men will conclude that Federal 
policy under the new set-up will be sounder than before. 
In short, there is a new deal within the New Deal— 
and the change is bullish on the stock market. 
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As Washington Sees 


ryy 

is most comfortable bunch of bureaucrats in the 
world sit in swivel chairs in Washington, look across 
glossy, flat-topped desks, over the edge of the world to 
come, and alternately smile and mourn. Through the 
medium of their well-fed imaginations they see some- 
thing that beats the fabulous golden age all silly! . . . 
and, if not, in place of it something that suggests, in the 
climax, the misery of the dark ages. “The world,” say 
these people of figures and forecast, “is about to choose 
for itself a prosperity ‘that will bring us a better time 
than ever has been, or make a decision that will lead 
through war to economic misery never known in our 
times.” 

These men and women of Uncle Sam’s—whom you 
may collectively refer to as Washington—almost unani- 
mously agree that during the next few months, and 
probably next year, pretty much all mankind, and cer- 
tainly the people of the United States, will have by far 
the most juicy times since the ever memorable 20’s, 
barring outbreak of war. 

Great crops, high prices, climbing national income, 
the economic machine hitting again on all twelve, em- 
ployment leaping upwards, reliefers getting fewer, cocky 
labor getting a timely kayo on the chin, Wall Street 
sobered (but more encouraged for the long pull than at 
any time in ten years) —all these facts and factors work- 
ing to put the U. S. over the top. 

And beyond this year, if Mars only stays his bloody 
hand, a chance that the world will forget its thirty-year 
madness and unite to handle world affairs for world weal. 

The chance is pretty slim, the rewards are great— 
and the doing exceedingly hard. 

“What does the doing require?” I asked a leading 
government economist of great experience. 


More International Trade 


“Only to be reasonable—only to think and decide with 
our brain instead of with our emotions and prejudices,” 
was the answer. “What does a rich man do with his 
money? He either works it or lends it. In modern 
times the most despised of men is he who having excess 
sums neither lends nor invests them. So it is with 
nations. 


The nation that has more money—more 
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the Business Future 


Good Times Ahead—Barring War 


BY THEODORE M. KNAPPEN 





wealth—than it can use at home to the best advantage 
and lends it not is not playing its proper role. The 


United States is a creditor nation. Its foreign trade 
policy should be that of encouraging imports. Instead, 
with all due credit to wise Mr. Hull, it really continues 
to be a policy of encouraging exports and discouraging 
imports. The natural result is that having about all 
the gold in the world, we are fast getting all the rest; 
and our hot money is burning holes in all our pockets. 

“There is a gradual trend toward greater understand- 
ing of the tremendous significance of international trade 
relationship. There are definite indications that nations 
are coming to the realization of what may be accom- 
plished by this means. Billions of additional dollars 
would be available for employment and the uses of pros- 
perity if nations of the world would adopt programs for 
the freer interchange of their surpluses.” 


As the Treasury Sees It 


In the Treasury Department, Mr. Morgenthau and 
his obviously worried assistants view the responsibility 
of the United States as critically pivotal. With the 
wealth, economic power and potential military power 
of the world’s greatest nation behind them, they see an 
opportunity to play the role of world saviors—to avoid 
a cataclysm and to open the door to a luxurious era of 
peace and good will. 

More worried perhaps than Secretary Morgenthau, 
Governor Eccles of the Federal Reserve Board shares 
the general Washington view of a world on the edge of a 
promised land, and yet standing on a mine that may 
demolish all. 

Undoubtedly reflecting the views of the Governor, a 
personal friend significantly remarked the other day, 
“It has been a long time since we lacked money or 
money symbols. What we as an economic nation need 
is money’s worth and a lot of it. In a world of peace 
and freedom of trade, we could achieve international 
division of labor and every citizen could devote himself 
and his capital to the making of that which he could do 
best. That would mean every man to his greatest pro- 
ductiveness and to his maximum production. The para- 
dox of the present critical situation for the world and 
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for us is that being a continent within a nation, we can 
and do produce abundantly a vast number and variety 
of articles and commodities, and can endure isolation 
better than our fellows and yet thrive still more on 
freedom of trade. With no threat of war thundering 
ominously in the background, the United States could 
today be receiving far more return of wealth from the 
ame effort of brain and muscle and application of capi- 
tal than it is doing.” 

It is noted that although the world, pursuing the hard 
and bitter, and yet compelled, road of economic isola- 
tion and national self-sufficiency, has at last got back to 
about the total wealth output of the year 1925, yet 
international trade is much below what it was in that 


year. 
Farmers Face Prosperity 


In the domestic picture one of the brightest spots is 
the improved position of the farming areas. The serious 
feed shortage has been eased by new pastures. Cotton 
gems to be coming along in good shape in most of the 
South. The winter wheat crop is made. Truck crop 
prices are higher than last year and the crops are pretty 
good. Hog prices are high and going higher. Almost 
everybody is anticipating some pleasant business with 
the collective farmer. 

No wonder that the Department of Agriculture con- 
dudes that “at the half-way mark, 1937 looks like a good 
farm year.” Imagine Louis H. Bean, economist of the 























cost OF 
LiviING — 


TAXES —> 


BUSINESS 
ACTIVIT » soe 


STRIKES —? 


PUBLIC 
DEBT. ~~” 









JULY 31, 1937 





AAA, saying that, quietly but with a mildly exultant 
grin, and you will have an idea of how things sound and 
appear around the Department these days. 

On the whole, Mr. Wallace and his henchmen agree 
that agriculture—now on the long-sought earning parity 
with industry—is a living certificate for the continua- 
tion of balanced agriculture and a most substantial 
assurance of great years to come! 

In the Bureau of Foreign and Domestic Commerce, 
scores of economists of world renown, backed up by 
Secretary Dan Roper and his friend-making smile, are 
doing some grinning themselves these days as they look 
over the indices and factual statistics. 

It takes only a brief talk with M. J. Meehan, Editor 
of the Division of Economic Research, to perceive that 
there is no window dressing in the Division’s weekly 
Review. The resumption of steel mill activities after 
the strikes is duly noted. Industrial production is O. K. 
Retail trade is acceptable; retail sales look good; freight 
car loadings, electric power output, bituminous coal pro- 
duction, crop reports—on the whole make up a promis- 
ing outlook. 

“National income,” writes Robert R. Nathan in the 
“Survey of Current Business” for June, “increased from 
fifty-five billion dollars in 1935 to 63.8 billion dollars 
in 1936, thus continuing the upward trend which was 
initiated in 1933.” And Mr. Nathan would probably 





give three cheers for 1937 if officially permitted to do so, 
but’ contents himself with rejoicing that “the net value 
of goods and services produced (Please turn to page 502) 
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-_ have been periods of more sustained Pe 

speculative activity in grain, and wilder it 

cotton markets than we have seen in 1937, ba 
even though some of the high prices made 

topped figures going back for a number of P 

years, but never a market with more rapid . 

action. It has not been altogether the matter th 

of price that made the 1937 commodities 7 

market the object of unusual attention. b 


Probably the first moving thought, the first 
psychological reaction was, and is, a feeling 
of reassurance as to our progressive emerg- 
ence from the depths of the depression. It 
was with commodities that we descended, and, con- 
sciously, or sub-consciously, with commodities that we 
are readiest to climb up. 

Nor has this psychology been a wholly domestic mat- 
ter based upon the early promise of a bountiful harvest. 
It is one of the best of signs that commodity markets at 
home and abroad should begin to move somewhat in uni- 
son and in the face of not a few discouraging factors. Such 
a sign might be interpreted to mean recognition of the 
obvious fact that world peace and the prosperity of the 
nations depend upon a reopening of world trade. 

The first four months of the vear made history in 
quick price movement for the advance from the turn 
of the year to the last of February was faster than at 
the beginning of the war, while the drop recorded in 
the two months following might be compared to the 
deflation of 1920-21 in its rapidity, though of course of 
no such volume. 

Apparently the fear of scarcity and an impulse to 
lay in supplies became general; translated into action, 
the result was a quick peak that brought about appre- 
hensions of a boom with the possibility of an inflationary 
move getting under way. There was a consumer demand 
such as comes about only when consumers begin to bid 
against one another. 
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Trading activity in the Chicago Wheat Pit. 


By the end of March it became plain that the move- 
ment was too rapid to be sustained and when the 
administration suggested that commodity prices were 
too high, even going to the length of pointing out that 
certain companies could reap adequate profits at much 
lower levels, the halt was abrupt, and the market found 
itself faced with the liquidation of speculative accounts. 

To accelerate this downward movement there spread 
the rumor of an intended change in the price of gold. 
Overdone optimism turned itself into overdone pes- 
simism. The markets had become oversensitive. Tem- 
porarily, at least, the general trend was lost in the 
welter of sudden fluctuation. 

If one were to take the position that the long-time 
trend of the commodity market has turned downward, 
that would mean that recovery is to suffer a definite 
setback, that the main hope of a permanent revival in 
international trade is indefinitely deferred. Notwith- 
standing the confusion in the minds of men due to 
political crises and governmental activities which at- 
tempt to control price movements, it seems to us that 
while commodity markets may be expected to move 
within a more narrow range, for the remaining months of 
the year, the general upward trend will be sustained. 

We can arrive at a fairly well defined conclusion as 
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to agricultural commodities, and can feel that a bounti- 
fyl harvest is going into consumption, leaving no dead 
weight of a too-large carry-over to depress prices. The 
hurden of the task of marketing is spread by the use 
of the futures market; hedges by millers make bank 
wedit available just as the like action does for the 
cotton spinner. One of the reasons for laying stress upon 
agricultural prices is that the proceeds of the harvest 
go into circulation and are so widely spread that the 
effect is somewhat like the dollar passed from hand to 
hand around a table paying as many dollars of debt as 
there are diners. The farm dollar goes to work without 
delay. 

Turning to wholesale prices of all commodities which, 
of course, embrace the raw materials of industry, we 
must contemplate a situation which lacks the inspira- 
tion of a broad futures market, and is apt, at least 
for the time we are trying to cover, to move within 
gmewhat closer limits. There is no evidence of over- 
socked inventories, there have been no price 


rubber has sold at $1.25 a pound and as low as less 
than 4c, and also notwithstanding the further fact that 
our rubber comes to us via the sea lane of the Red Sea, 
the Suez Canal, the Mediterranean and Gibraltar be- 
fore it reaches the Atlantic, there is no fever in evidence 
in rubber. It cannot be ignored that nearly all Europe 
is more or less involved in the Spanish struggle. It 
would not be difficult to conjure up such a spread of 
trouble as might involve this commercial pathway. If 
we can bring ourselves to feel that the confidence dis- 
played in this one important market is based on a 
reliance upon general common sense, how many bogies 
evaporate! 

All of our discussion about markets in commodities, 
willy-nilly revolves around the world’s deep desire to 
keep prosperity going. We are all familiar with so 
many things that we associate with prosperity that we 
feel there should be a definite answer to the ques- 
tion. We look at various barometers and not only feel 








advances so far which entail further reactions 
or forced liquidations. It may, therefore, be 
expected that non-agricultural commodity prices 
will maintain the trend which we so desire to 


STEADY TREND IN ALL-INCLUSIVE 
COMMODITY GROUP 
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Business favored, at least temporarily, by prospects of 
Congressional adjournment. Indications are that only 
small portion of major legislative program will be com- 
pleted this summer. Restive and impatient, Congress- 
men see little use in arduous committee meetings now 
since all bills retain their status for next session. 


Roosevelt defeat on court bill by no means ends his 
leadership but unquestionably impairs it. He has lost 
some of his magic; been shown he must play politics 
according to rules of the game. Meanwhile Congress 
has regained confidence in itself and is conscious of its 
own power. 





WASHINGTON SEES 
Roosevelt’s control of Congress impaired 
but not lost. 


Strenuous efforts afoot to maintain working 
party harmony. 

Future of Democratic party dependent on 
Roosevelt’s ambitions and Farley’s ma- 


chine. 
Little more important legislation this session. 


Trade Commission warming up for drive on 


advertising. 


Robinson-Patman act interpretation - still 


uncertain in spite of orders. 


Wage-hour bill’s principle more important 


than its provisions. 
Forgotten man being exhumed. 


Balanced budget still a mirage. 








Opposition Senators will mostly try to get back in 
White House good graces, say they helped shelve court 
bill for sake of party harmony. Some will succeed, but 
leaders of opposition are marked for the axe which will 
be put to them in due course. Time won’t heal all the 
wounds of this battle. 


Garner's return marked return of appearance of party 
harmony in Senate—not a coincidence. Officially mum 
and inactive, the astute V. P. has always been the most 
important link between White House and Capitol and 
his absence was telling. Basically conservative, but 
tolerant of reform up to a certain point, he ranks party 
above individual. Frequency of his White House visits 
now will be key to future political trends. 


Barkley's selection as Senate leader by one vote is small 
moral victory for administration fighting one-vote Su- 
preme Court majority decisions. New leader is good 
orator but not thorough thinker; active and dependable 
wheel-horse; makes mistakes and enemies; should fill 
post capably if not brilliantly. 


Farley will stay as party chairman through 1938 elec- 
tions to keep intact his incomparable local machines 
which he will use against Democrats opposing Roosevelt 
on Supreme Court and future issues. 


Party split by 1940 is being talked more now than for 
years. Prospects depend largely on breaking “solid 
South” along conservative vs. New Deal cleft, a thing 
Roosevelt could and probably would engineer if con- 
fident he could dictate his successor without support of 
Southern conservatives. 


Tax avoidance inquiry confined to just that by joint 
committee disappoints certain New Dealers because it 
prevented harrassing of individuals picked for persecu- 
tion, failed to stir public wrath against wealthy, and 
showed loopholes were due to defects in the law rather 
than unpatriotic plot against the administration. 


Economic planning idea is revived in 14 million word 
study of technological trends by National Resources 
Committee suggesting permanent federal body to watch 
trend of invention and research to forestall upsetting 
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effects on employment and ways of life. Reminiscent 
of technocracy, it suggests direction if not control of 
“sojence resources” of United States. Between-lines im- 
plication is long-range business planning by government. 


Advertising drive by Federal Trade Commission in- 
creases In intensity, latest manifestation being action 
against auto makers for quoting f.o.b. stripped price for 
cheapest model under picture of fully equipped de luxe 
model. Complaint cites “deception of the public,” al- 
though F. T. C. has no power to protect public and won't 
have unless pending Wheeler-Lea bill passes. Anticipat- 
ing this legislation, F. T. C. is scrutinizing all ads and 
radio script for possible “deceptions,” ready to pounce 


when bill is law. 


Housing efforts of New Dealers turning toward middle 
income class, with Roosevelt suggesting study of lack 
of activity there. This limited paternalism irks many 
who want to drive ahead on slum clearance and sub- 
sidized housing for sub-marginal earners, but Senator 
Wagner’s much-compromised bill really suits few and has 
scant chance of enactment at the current session. 


Robinson-Patman first orders, 13 months after act’s 
passage, disappoint in that they do not cover typical 
cases of disputed legality and court review will not 
determine many major issues. Major questions of 
discrimination in price and selling policies still re- 
main undecided. Order against Biddle Purchasing 
Company follows specific provision of act that 
broker can’t serve both parties impartially and that 
sellers’ commissions passed on to buyers constitute price 
discounts. Hollywood Hat Company case is obvious 
violation since big buying syndicate got discount below 
price to independent retailers too big to be explained by 
difference in selling costs. 


Dismissals of Robinson-Patman orders are more signifi- 
cant than the cease and desist orders. Bird & Sons- 
Montgomery Ward case dismissed because price dis- 
crimination occurred only during transition in selling 
policy; indicates F. T. C. may ignore minor or temporary 
violations. Case expressly affirms manufacturer’s right 
to select customers and refuse to sell directly to retailers 
as means of avoiding discrimination. 

Kraft-Phenix Corporation dismissal followed thorough 
commission audit of sales and delivery costs and retail 
prices and competitive conditions which showed quantity 
discounts on packaged cheese etc. were justified on basis 
of costs and do not create monopoly or injure competi- 
tion between manufacturers or retailers. Major pre- 
cedent established by these four cases is that F. T. C. 
will consider each case individually on its peculiar facts 
and will make own analysis of selling costs for com- 
parison with quantity discounts. 


“Flow of commerce" theory behind R-P act and most 
New Deal legislation is expressly defended by F. T. C. 
m Kraft-Phenix case, holding that company’s nation- 
wide system of distribution and advertising kept its 
goods constantly in interstate commerce from manu- 
facturer to retailer even though local independent whole- 
salers have legal title to goods during part of process. 


JULY 31, 1937 





4 


a 


Vice President Garner—Watch his White House visits for key 
to future political trends. 


This doctrine, corollary to Supreme Court Wagner act 
decisions, will greatly extend federal powers over busi- 
ness if upheld and widely applied. 


Wage-Hour bill redraft compromises immediate effects 
but not principles. Establishes single but flexible wage- 
hour standard instead of proposed complicated hierarchy 
of schedules, with statutory limit on farthest board can 
go in place of basic standard on which board was to 
build. Thus board’s powers stop virtually where 
original bill would have them start. Board would have 
wide powers in making exceptions to basic 40-cent, 40- 
hour standard so that in general few industries would 
be much hurt though where act applies it would be 
thorough and drastic. 

But bill still rests on theory that Congress can fix 
wages and hours in all important producing and dis- 
tributing industries because of indirect effect on inter- 
state commerce and general welfare, which means it’s 
the entering wedge for much more extensive business 
regulation later on. 


Walsh-Healey act complications have arisen in several 
cases where dealers got government contracts and par- 
celled out orders to manufacturers. Labor Department 
ruled manufacturers must comply with W-H law and 
ordered some to make restitution to employees at time- 
and-half for hours worked over 40 per week. One such 
is suing dealer for damages for not disclosing that goods 
were on government order. (Please turn to page 503) 
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Profits from Business Expansion 


BY STEPHEN VALIANT 


‘Be office equipment industry has been favored defi- 
nitely by trends of American business life during the 
past few decades. American business “efficiency”— 
apparently a marked trait of the business organization 
of this country—involves a vast effort of gathering elab- 
orate factual material and of co-relating these facts to 
practical business problems. Since business organiza- 
tions in this country have become increasingly large, 
systematic and impersonal, the necessity for recording 
and tabulating facts and for constantly utilizing and 
communicating such facts has required an increasingly 
large annual outlay of suitable equipment for such pur- 
poses. 

In addition, Federal, state and local governments 
have created numerous fact finding and recording agen- 
cies, whose activities swell the demand for business ma- 
chinery. One example, frequently quoted to illustrate 
the relationship between government functions and re- 
cording and tabulating machines is the census. In 1890 
it took nine years to tabulate census data by the methods 
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then employed, whereas with the use of modern tabulat- 
ing machinery, the 1930 census was completed in two 
years. The enormous expansion under the New Deal of 
Government bureaus requiring fact recording and gen- 
eral office equipment has, of course, greatly expanded 
the market for business machinery in recent years. It 
is also interesting to note, however, that demand for 
business machinery increased at a more rapid rate than 
the demand for all manufactured products for a period 
of at least 20 years before the New Deal came into 
existence. 

In industrial classifications, business machinery us- 
ually includes typewriters, cash registers, tabulating and 
recording machinery and similar products. As far back 
as 1914, the annual value of these products exceeded 
fifty million dollars, as compared with a little more than 
24 billion dollars for the value of all manufactured prod- 
ucts. By 1935 (the latest industrial census) the office 
equipment industry output grew to more than 128 mil- 
lion dollars, whereas the value of all manufactured 
products in the same year were less than 46 billion 
dollars. If the comparison were made during years of 
peak prosperity such as 1919 or 1929, it would favor the 
office equipment industry to a much greater extent, be- 
cause demand for such equipment increases faster than 
general business improvement during boom years. The 
reasons for this will be discussed in some detail later. 
For the present, we are interested in establishing, first. 
that the office equipment industry, already well started 
over a generation ago, has grown faster than American 
business as a whole in the meantime, second that, dur- 
ing a cycle of general business recovery, demand for 
office equipment increases at an accelerated rate, and 
third, that present social-political trends should further 
accentuate this growth. 

In these aspects alone, office equipment securities 
would appear to qualify as the type of commitment that 
shrewd investors and speculators are scanning the hori- 
zon to find at present. Direct beneficiaries of the changes 
in general business procedure as well as in government 
functions that have become necessary under the New 
Deal are also under special scrutiny at present. The 
Social Security Act provides the best illustration of how 
new legislation aids office equipment makers. According 
to Chairman Winant of the Social Security Board, the 
recording of the necessary data for over twenty-two mil- 
lion men and women involved in this Government pen- 


THE MAGAZINE OF WALL STREET 


sion P 
to dat 
only P 














wheth 
ployer 
reseI 
vil k 
and b 
nectlo 
situat 
of onl 
ation 
by ta 
alread 
books 
In 
tion I 
conti 
need 
presel 
lic, p 
While 
labor 
equip 
and 
burde 
the d 
izatic 
ately 
cordi 
ment 
was | 
equi 
ness 
prosy 
indus 
ment 
creat 
Ui 
most 
this 
the c 
equi 
lishn 
comy 
write 
after 
factu 
tribu 
macl 
per « 
trad 
mair 
Stati 
sales 
stan’ 
busi 
curr 
fully 
capi 
requ 
volu 
Si 
Ellic 


JUL 





ulat- 
two 
al of 
gen- 
ided 
It 
for 
han 
riod 


into 








JULY 31, 1937 





ion plan will be mechanized by up 
to date office equipment. But this is 
only part of the story. Business men, 
whether they are large or small em- 
ployers, are required to compile and 
reser've voluminous records, which 
| qill be demanded by Washington 
and by the 48 state capitals in con- 
nection with these pensions. This 
situation was created by the passage 
of only one piece of New Deal legis- 
lation and is multiplied many times 
by tax, wage and other measures 
giready written into the statute 
books or proposed. 

In all events, there is little ques- 
tion but that the trend is likely to 
continue in the direction of increased 
need for the compiling, tabulating, 
preserving and communicating pub- 
lic, private and business statistics. 
While labor costs are advancing, 
labor saving devices in the office 
equipment line will be required more 
and more to meet this increased 
burden of doing business. During 
the depression, most business organ- 
ations not only had a proportion- 
ately smaller amount of correspondence and fact re- 
cording work to do, but had a good deal of excess equip- 
ment on hand for such work. The rate of replacement 
was subnormal, therefore, as was also the rate of new 
equipment purchases. With the level of general busi- 
ness activity restored almost to that of the previous 
prosperity era in the late Twenties, the office equipment 
industry has a substantial backlog of accumulated equip- 
ment needs to fill, over and above the special needs 
created by the new order in business affairs. 

Underwood Elliott Fisher appears to be one of the 
most logical units in its industry to participate fully in 
this exceedingly bright trade prospect. In past years, 
the company has done about one fifth of the total office 
equipment business out of more than a hundred estab- 
lishments reported in the latest census. The present 
company was formed in 1910 as the Underwood Type- 
writer Co. and adopted the present title early in 1928, 
after acquisition of Elliott Fisher Co., a leading manu- 
facturer of accounting and calculating machines. Dis- 
tribution of a complete line of typewriters, business 
machines and office supplies is world wide, from 35 to 40 
per cent of the company’s production going into export 
trade in normal years. Sales and service offices are 
maintained in all of the leading cities in the United 

States and Canada, all of its lines being consolidated in 
sales outlets for each locality. The management con- 
stantly extends its research into the development of new 
business machinery and into the improvement of its 
current models. Financial resources have been care- 
fully conserved and at latest record, cash and working 
capital appear fully adequate for both normal and special 
requirements that may arise on the present expanding 
volume of business. 
Since consolidation of Underwood Typewriter and 
Elliott Fisher around the end of 1927, the expanded or- 














Modern bookkeepers using accounting machines. 


ganization had only two years of general industrial pros- 
perity to test its earnings potentialities under the most 
favorable conditions and the first year of the consolida- 
tion probably involved the usual adjustments and re- 
alignments of activity that attend an important merger. 
Nevertheless, on only slightly smaller capitalization than 
presently outstanding, 1928 earnings were equal to about 
$6.30 a share and were followed by earnings equal to 
$10.10 a share in the boom year 1929. There were 
slightly more than 675,000 shares of common stock out- 
standing in the latter year, as compared with 733,084 
shares at the end of 1936. During the depression, com- 
mon stock was reduced through open market purchases, 
but during the latter part of 1936, 66,644 shares of com- 
mon were issued through an offering of “rights” to 
shareholders, the proceeds being utilized largely to retire 
a relatively small issue of preferred stock. Considering 
the preferred retirement, it might be said for all practical 
purposes that there has been no important enlargement 
of capitalization since the last real good year in 1929. 
The recurrence of equally good per share earnings under 
similar general business conditions in the future seems 
plausible. 

The office equipment industry is a good deal more 
vulnerable to a business depression in regard to both 
sales and earnings, than the majority of concerns, en- 
gaged in light manufacturing pursuits. In 1930, per share 
earnings were almost halved from the preceding peak 
year and by 1932 a small deficit was incurred before 
preferred dividend requirements. The subsequent earn- 
ings recovery has been a good deal more gradual than 
average—the actual record being about $2 a share in 
1933, $3.60 a share in 1934, $4.35 in 1935 and $5.06 in 
1936. 

Data is not available prior to 1933 on sales volume, 
but sales of $14,647,000 in that year steadily increased 
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to almost twice as much by 1936 when sales aggregated 
$27,312,200. As noted above, earnings more than dou- 
bled from 1933 to 1936, reflecting the ability of the 
management to operate with a better profit margin on 
increased sales volume. Competition is keen in some 
lines (for example typewriters), whereas in other types 
of highly specialized office equipment and supplies, cus- 
tomers cannot change their equipment without great 
difficulty and in any event competition is met by quality 
of product and service rather than on a price basis. 
Consequently margin of profit is relatively high—even 
in a poor year such as 1933, a profit of about $10.30 was 
realized on each $100 of sales. In 1934 and 1935, the 
profit margin widened to approximately $12.50 per $100 
of sales and last year the company’s profit was equal 
to about $14 per $100 of sales. 

It is evident from interim reports for the first and 
the second quarter of the current year that sales volume 
in 1937 has continued to increase at a sufficient rate 
to more than offset higher costs. For the first six months 
of 1937, earnings of slightly better than $3.50 a share 
were reported, as compared with earnings of only $2.08 
a share on a moderately smaller common stock capital- 
ization in the first half of 1936. Per share earnings for 
the first quarter and the second quarter of this year 
were $1.92 and $1.59 respectively. Since the second 
quarter usually is a little lower than the first quarter 
on a seasonal basis, there is no indication that costs 
have caused any important interruption of the generally 
upward trend of earnings prevailing over the past four 
and a halt years. Allowing for some further seasonal 
slack in the third quarter and a good final quarter, earn- 
ings of between $7.00 and $7.50 appear to be a reason- 
able probability for the full year. 

Selling at approximately twelve times probable 1937 
earnings (at 90) Underwood Elliott Fisher shares appear 
reasonably priced, considering the well defined prospects 
of further longer term expansion in earning power and 
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the investment features of the issue. In June, a dividend 

of $1 a share was paid, as compared with a Previous 
payment of 75c a share in March and at the presently 
indicated earnings level, the increased distribution ap- 
pears likely to be maintained. This gives the issue at 
least average appeal from an income standpoint. 

Characteristic of industrial concerns which operate on 
a fairly wide profit margin, the principal factor in stock 
market valuation of the shares is earning power rather 
than asset backing. Consequently, book value at the 
end of the past year was equal to only about $31 a share, 
Approximately two-thirds of the company’s assets jg 
represented by working capital, however, and $1,977,500 
current items such as trade accounts, wages, taxes, etc, 
are the only liabilities standing ahead of the common 
stock equity in about $18,500,000 current assets (includ. 
ing $5,578,000 cash) and $27,919,366 tangible assets, 

In regard to potentialities of longer term growth of 
earning power as a factor in supporting higher future 
stock market valuation for Underwood Elliott Fisher 
common stock, there are several major elements worthy 
of consideration, pertaining to the office equipment 
industry as a whole. According to a recent estimate of 
the Department of Commerce, the value of office equip- 
ment and typewriter output this year should aggre. 
gate about $150,000,000 or approximately 12 per cent 
less than the peak year 1929. A larger volume of exports 
in 1929 largely made up this difference, however, exports 
having expanded only slightly during the past three 
years. Obstacles such as foreign exchange restrictions 
and tariff barriers continue to handicap the foreign trade 
of Underwood and other leading equipment concerns 
although reciprocal trade agreements have been of some 
aid and the present outlook appears to favor further 
progress in this direction. Underwood in past years 
sold as much as 40 per cent of its products abroad. It 
would be one of the leading beneficiaries in the industry 
from any important change in world trade and foreign 
exchange conditions such as world statesmen are hoping 
to achieve at present. 

In so far as products are concerned, Underwood is 
understood to realize approximately half of its sales on 
typewriters. This is now predominately a replacement 
business. On the basis of improved up-to-date models 
of both “silent” and standard machines, a very substan- 
tial amount of existing equipment is obsolete and re- 
placement should be accelerated during any extended 
period of generally prosperous business conditions. In 
the line of more highly specialized office machinery, 
which make up most of the balance of sales, accounting 
machines, tabulating machines, adding machines and 
cash registers make the most important contributions to 
sales, in the order mentioned. The applicability of these 
machines to the legal requirements placed on large and 
small business organizations for records in connection 
with recent legislation pertaining to wages and working 
hours, Social Security payroll deductions, sales taxes, 
etc., holds wide possibilities of increased business over 
the next few years. Uncertainty as to the permanency 
of some of this legislation probably has caused delay in 
filling needs which sooner or later must be met. This 
aspect of the company’s business, therefore, appears 
likely to become increasingly important. With business 
already at a high level, (Please turn to page 504) 
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BY JOHN C. CRESSWILL 
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Tue national income distributed in 1936 amounted to 
$63,800.000,000, according to estimate of the Department 
of Commerce. This was an increase of $9,000,000,000 
over 1935 and of $25,000,000,000 over 1932. The figures 
have been cited, somewhat plausibly, as justifying the 
New Deal’s protracted heavy spending policy. Precisely 
how much truth there is in this contention is conjectural. 
For what it may be worth, it is a fact that we have had 
faster post-depression recoveries in national income— 
without abnormal Federal spending. It may also be 
noted that Great Britain’s national income is closer to 
its former peak than ours, and that this was accom- 
plished without deficit financing. 

Moreover. national income is measured in dollars, is 
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& INTEREST 


WITH- 
DRAWALS 


1936 | 


distorted by price changes and thus by no means reflects 
accurately the real change in production and consump- 
tion of goods and services. Because of a low cost of 
living, the country was not as bad off in 1932 as esti- 
mated national income for that year implied. Neither is 
it as well off now as a gain of $25,000,000,000 since 1932 
would imply, since the cost of living has increased by 
about 25 per cent. Finally, a substantial portion of the 
gain, because traceable to deficit financing by the Gov- 
ernment, is borrowed income and a charge against the 
future. 

It is well known—except to our radicals—that com- 
pensation to employees always has constituted, and still 
constitutes, by far the largest (Please turn to page 50+) 
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Mid-Year Dividend Foreeast 


PART | — Railroads and Railroad Equip- 


ments, Agricultural, Business and Electrical 


Equipments, 


Machinery, 


Public Utilities 





: —_—— dividend pay- 
ments have shown a steady up- 
ward march in recent months, 
dividend rates have shown in- 
creasing irregularity. This, of 
course, is a direct result of the 
workings of the tax on undis- 
tributed corporate profits. 
Many corporations are unwill- 
ing to estimate the trend of 
earnings months ahead and 


- ‘ INDUSTRY 
elect to make dividend dis- » Active, further progress indi- 
bursements on the basis of cated. 


actual earnings shown in each °—A*tivg, further progress may 


quarter. 

With general business in an 
uptrend, such a policy is likely 
to result in conservative pay- 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


tive impediments the outlook is, 
by and large, for better profits, 

As is always the case, hov- 
ever, not all industries, nor cer. 
tainly all companies, will fair 
alike in the months to come, 
Some corporations have al- 
ready reached capacity with 
respect to present facilities, 
others which have been late in 
recovery have great improve- 
ment before them. 

It is to serve the individual 
and the specific need of the 
investor that this Dividend 
Forecast is prepared. Part II 
will appear in our issue of Aug- 
ust 14 covering motors and ac- 


The 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 


2—Improvement in earnings ex- 
pected. 

3—Gain in earning power may 
slow. 


4—Earmings outlook unfavor- 
able. 





ments in the early part of the 
year and larger ones in the latter quarter, particularly 
at the year end. The probabilities are that the total 
payments this year will considerably exceed the record 
of 1936. 

It is true that operating costs generally are rising 
with higher wages and raw material prices, but consum- 
er demand is broad and despite taxes and other legisla- 


cessories, steels, movies, liq- 
uors, meat packers, tobacco, chemicals, tires, sugar and 
packaged foods. Part III in the issue of August 28 will 
deal with oils, metals, aviation, building, merchandising 
and many miscellaneous companies. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Good and Bad in Railroad Outlook 


Rising Traffic—Iincreasing Costs 


k:. many months past there has been practically no 
time when the outlook for the railroad industry has not 
been subject to a large and frequently ominous question 
mark: Will railroad traffic recover sufficiently to enable 
the carriers to meet the ever-increasing rise in operating 
costs? On occasion, and as the volume of traffic has re- 
sponded to the impetus of general business improvement, 
it has appeared probable that most of the more pressing 
problems of the railroads would be overcome and dis- 
appear. But with persistent regularity more hopeful 
prospects have had to be modified by the threat of 
adverse legislative proposals, adverse rate decisions and 
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larger wage demands. 
of railroad securities to recall that many of the dire 
predictions for the railroad which were being made freely 
three or four years ago have not materialized, for this is 
meager consolation for the long absence of dividends and 
the substantial proportion of railway mileage which is 
still in the hands of receivers. The big question is still 
unanswered; the present outlook for the railroads is re- 
plete with both favorable and unfavorable aspects. 
On the favorable side the continued gain in carload- 
ings this year is most encouraging. In the first 27 weeks 
carloadings totaled 19,734,274 cars, an increase of 14.5% 
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over the 17,233,497 cars loaded in the same period of 
1936, and a gain of 26.2% over the 1935 period. Load- 
ings in the week ended July 3, exceeded 800,000 cars for 
the first time this year, and the total of 806,168 was only 
about 20,000 cars under the seasonal peak of 826,000 
reached last year in the week ended October 16. The usual 
holiday decline followed in the week ended July 10 and, 
while a gain of 87,870 cars was registered in the July 17 
week, traffic did not recover fully to the earlier July level. 

The better-than-seasonal gains registered recently by 
carloadings carry several favorable implications. The 
principal stimulus was imparted by the expanding move- 
ment of winter wheat but important gains were likewise 
shown by other than granger roads, reflecting the heavier 
movement of miscellaneous freight, ore and coal as labor 
strikes abated and industrial production rose. If, as 
many competent observers believe, the peak of labor 
strife has been passed, at least in the steel industry, the 
railroads can anticipate an increasingly larger movement 
of heavier freight of the type which constitutes some of 
the most profitable traffic items. The roads have for 
some time felt keenly the restricted demand for durable 
goods and it has been the revival in the heavier indus- 
tries which has been mainly responsible for the improved 
showing of the carriers last year and in the earlier 
months of the current period. In the natural course of 
events, therefore, developments favoring the durable 
goods industries will inevitably redound to the benefit 
of the railroads. 


Aided by Farm Recovery 


The movement of crops will have a particularly im- 
portant bearing on railroad revenues in the third and 
fourth quarters and as the crop prospect shapes up at 
this time it is exceptionally promising. Latest Govern- 
ment estimates indicate the largest wheat crop since 
1931, while the estimated corn crop will be the largest 
since 1932 and the cotton crop is likely to be a normal 
one and larger than last year. Granger roads will be 
the principal beneficiaries of a heavy crop movement 
but with farm purchasing power substantially enlarged 
by good crops and favorable prices the movement of 
farm equipment, machinery and merchandise into agri- 
cultural communities is likely to favor other roads as 
well. In fact a good crop year may be expected to have 
a salutary effect upon the entire business structure. 

Gross operating revenues of Class 1 roads in the first 
five months of this year recorded a gain of 124% over 
the same months of 1936. Beginning in the second 
quarter, however, there was a very noticeable increase 
in operating expenses, with the result that the gain in 
net operating income was proportionately less than the 
increase in gross revenues. To some extent the higher 
costs of fuel and materials were responsible for rising 
costs but it is unlikely that the operating ratio will con- 
tinue as high in the second half of the year. It appears 
that a considerable amount of deferred maintenance was 
undertaken in recent months, whereas it had been the 
depression policy of the carriers to spread maintenance 
outlays throughout the entire year. Also, as carloadings 
continued to increase many roads have been compelled 
to place old and less efficient equipment in service, neces- 
sitating not only increased repair charges but higher 
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operating costs. The possibility of increased wages later 
this year to maintenance workers doubtless had the ef- 
fect of speeding up plans and it is not unreasonable to 
believe that the railroads, faced with heavy demands for 
wage increases on the one hand and seeking general rate 
increases from the I. C. C. on the other took the oppor- 
tunity to strengthen their position by ealarging main- 
tenance expenditures to the detriment of net income and 
earnings. The probabilities are, therefore, that lower out- 
lays for maintenance and greater efficiency as train loads 
increase in subsequent months will enable most railroads 
to carry a greater proportion of gross to net income. 

All of which might normally lead to an appreciable 
recovery in railroad earning power, and may still do so 
to an important extent, but much will depend on the 
outcome of two major factors—increased wage demands 
and the request of the railroads for higher freight rates. 

It is unlikely that any definite decision with respect 
either to wages or rate increases will be reached until 
early Fall. It appears virtually certain, however, that 
railroad workers will be given some portion of the 20% 
increase which they are seeking. It is also fairly certain 
that the various railroad unions will accept a compro- 
mise, the 20% increase being regarded as principally a 
bargaining figure. Colonel Ayres of the Cleveland Trust 
Company has forecast a 10% increase to be paid in three 
installments, similar to the procedure followed several 
years ago when depression wage cuts were restored to 
railroad employees. This guess is as good as any and on 
that basis the railroad wage bill will be increased some 
$190,000,000, or 10% of the 1936 payroll. When it is 
recalled that last year Class 1 roads had aggregate net 
income of less than $170,000,000, the implications of even 
a compromise settlement are not encouraging. Some 
roads would be in a position to more readily absorb 
higher wages than others but the net effect cannot be 
other than a substantial increase in operating costs, 
which in some manner must be offset if the railroads are 
to be permitted to earn fixed charges, to say nothing of 
paying dividends. 

So far as the potential effect of higher wages upon cur- 
rent railroad earnings is concerned, the probabilities are 
that the majority of roads will transfer their private pen- 
sion plans to the Government as provided by the re- 
cently enacted Railroad Retirement Law. The result- 
ing savings, estimated at about $40,000,000 annually, 
would doubtless absorb any increase in wages this year 
and help to some extent in offsetting larger payrolls in 
1938. 


Wage and Rates Open Questions 


Applications for increased freight rates now pending 
before the I. C. C. will, if granted yield an estimated 
$100,000,000 annually, or only about half of a 10% 
increase in wages. It is possible, however, particularly, 
if general business and railroad traffic continue to im- 
prove, that the estimated yield from increased rates will 
be substantially exceeded, as was the case previously 
when surcharges were in effect. There is still some doubt 
as to the probable success of the railroads in obtaining 
these rate increases. However, unless the I. C. C. dis- 
regards entirely the higher costs, both actual and poten- 
tial with which the railroads (Please turn to page 504) 
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Position of Railroad Common Stocks 





























































































































































































































Earned per Share Price Range Divs. Mar- 
——— 1937 Recent Dec'l'd- ket 
RAILROAD 1936 1937E High Low Price 1937 Rating COMMENTS 
SS ee rere 1.56 7.00 94%, 691 85 2.00 C-1 Substantial prospective increase in agricultural traffic 
+4 ” important gain in earnings. Further dividends probable “4 
* Atlantic BO sc ntadasn eas 2.31 6.00 551 44i 53 No C-2 Eamed $3.21 @ share in first 5 mos. Outlook promising and 
Guat tine “ e sad favorable dividend action indicated. dbcod 
Balti REED Seco Sanosbsuscwsesses 0.85 3.00 4014 2052 29 None C-2 Continued earnings gains likely but prospective financi 
costes é threat of higher wages preclude resumption of dividends,” id 
Bangor & Aroostook. ..............-- 3.54 6.00 45 38%, 42 1.87 C-2 Earned $4.64 a share vs. $2.98 in first 6 mos. Could pay, 
= <2 larger dividend and may do so. 
Coen Pie. . oon ns cccccescscce. 0.04 0.05 17% 113% 11% None C-3 Near term prospects clouded by serious damage to Canadian 
wheat crop. Dividends not in sight. 
eae ere d d 413%, 18 20 None C-4 Heavy tax liability being contested. Road has suffered heavy 
traffic losses. Outlook uncertain. 
Chesapeake & Ohio.................. 5.72 5.50 68%, 501, 53 2.10 C-3 Earned $1.65 a share in first 5 mos. Some decline in traffic 
ae. ee : but i for full year would warrant liberal dividend, 
Chicago Great Westem..............- Nil Nil 4 2 2 None C-4 Gross has recorded encouraging gains. Reorganization plan 
See — <2) See filed with I. C. C. 
Chicago, Mil. & St. Paul & Pac......... d d 3%, 1%, 2 None C-2 Receivership road. Gross up and prospective grain m ent 
may enable full coverage of fixed charges, exclusive of ad. 
_ a Tas a eee justment bonds. 
Chicago & Northwestern.............. d d 6% 3 3% None C-3 Receivership road. Revenues adversely affected by labor 
difficulties but should gain from this point on in response to 
ese ee pe a eee grain movement. 
Chicago, R. 1. & Pacific............... d d 35% 2 2% None C-4 Larger wheat crop should be reflected in higher gross revenues, 
Pi Been = a fe Ee ae rastic ization plan appears y. 
Colorado & Southern. ................ d d 271%, 15 18 None C-2 Aijided by p g crop prospects in territory served, toad 
Se Bi ae may cover fixed charges by a slight margin. Finances fair, 
Delaware & Hudson Co. (a)........... 1.67 583, 33 39 None C-3 A dividend on company’s large N. Y. Central holdings is pos. 
sible this year, but resumption of divs. on own shares may be 
ae ae ae eee eee ae eee deferred. 
Del Gate: BVO: 55 -2..00520005.- d 0.50 2414 13%, 16 None C-3 Earnings improvement forecast for this year but longer term 
2% Se a es Se oe fe ; outlook uncertain and dividends not a near term prospect, 
DEEL ORL SEU Cun uuee tb ewsbeaniess Nil 0.75 235% 131%, 16 None C-2 Earnings this year have shown marked improvement, despite 
higher outlays for maintenance. Dividends remote but shares 
: ~_Ss ee eee! eee >< have speculative merit. 
*Great Northern (Pfd,)............... 3.98 6.00 5635/4 4055 52 None C-2 Current earnings aided by large ore shipments and favorable 
crop prospects. Fixed charges lower. Resumption of divs, 
ae _ LE ea oak ; tically certain. = : 
ND icc acca wa cowie Nil 1.50 38 21 25 None C-2 Gross up about 5% in first 5 mos, and later gains should be 
sizable. Higher wages, however, would take a heavy toll, 
Si ie == a - a ® ins, Ae Dividends unlikely. 3 
*Kansas City Southern................ Nil 1.00 29 15 18 None C-2 Substantial improvement in current earnings forecast and shares 
ee 2 valeur 2 ed, «bey Ee me ; have favorable speculative possibilities. 
GE coc ayanssanksaesss0% 1.09 1.50 2452 13% 16 None C-3 Gross and net operating income running ahead of last year. 
Bis = ‘ oe : ae , ; Finances fair but dividends not an early prospect. 
*Louisville & Nashville............... 8.23 9.50 99 821, 88 5.00 C-1 Earnings prospect best since '29. Road may pay another divi- 
ul a : cs ee 3 a : _ dend before year-end. Shares have investment merit. 
Missouri-Kansas-Texas................. Nil Nil 9, 51% 7 None C-2 Late earnings running well ahead of last year. Likely to make 
GEM Deets ; ; el payment on adjustment bonds. Crop outlook favorable factor. 
SEG oc sine sas snes ceev ss d d 6% 3 4 None C-3 Asricultural prospects favor road and net may cover major por- 
Kp shed a Sal Apes y. eee tion of fixed charges. No early reorganization likely. * 
*New York Central... ............... 1.79 3.00 551% 34%, 42 None C-2 Earned $1.19 a share in first 5 mos. vs. a loss last year. Finances 
* Pt.ae Dec. i , eee : a strengthened and may resume dividends this year. 
*N. Y., Chicago & St. Louls........... 15.46(b) 9.00 72 41 89 None C-2 Earned 71 cents a share in 1st 5 mos. vs. 8 cents last year. May 
take action on preferred dividends in near future. Outlook 
— ; . ; r ae : i favorable. peal 2 ae 
N. Y., N. H. & Hartford.............. d d 93/4 3% 5 None C-4 Hearings on drastic reorganization plan scheduled for near 
<< oe eee é es _____ future. Current revenues showing moderate improvement. 
N. Y., Ontario & Western............. d d 672 21% 3 None C-4 Road has suffered severe loss of anthracite traffic. Has peti- 
tioned for reorganization. Shares have only remote possi- 
J Me ee a2 eR 
Norfolk & Western................... 22.87 27.00 272 2363, 241 7.50 C-1 Road has outstanding record. Earnings in excess of $10 a share 
estimated for first half. May pay as much as $20 a share this 
: ee ae. : : a * a ee 
Le 0.73 3.00 3652 25% 31 None C-2 Crop prospect strongly favors road and earnings gain would per- 
Es ae es at oe ie a at ye ae ce mit profitabl funding operation and early div. sumption, 
gu onan tases 00 esis 2.94 3.50 50%, 34%, 39 0.50 C-1 Both passenger and freight revenues up. Barring adverse wage 
eae ae developments, divs. should be at least $3 this year, 
IR: e's 5 Lbs 54:55 »'v a Siew 3.50 4.00 481% 3034 31 None C-2 Earned $1.04 vs. $1.34 in first 5 mos. Later results likely to 
edie RS Re Sa nt Aan Sane fells iedeh. ara - be better. Common divs. must await action on preferred arrears. 
ERE PSE ae er 2.65 3.50 47 32 33 1.50 C-2 = and earnings have shown good gains. May pay a larger 
ividend. 
Sipe Oeic.....:..-.00:...-... Bae 4.50 65% 40%, 50 None  C-2 Outlook for principal traffic items promises 3rd qua ter gain in 
gross and net. Wage increases would cut earnings but could 
Bn: oi eet resume dividends. 
*Southern Railway................... 1.18 4.00 433% 24 34 None C-2 Benefitting from industrial expansion in,South. May resume 
ie fs preferred divs. Common has speculative merit. para. 
Dt. .o2CSUbssdspakobecenue 8.20 10.00 1483, 122 131 4.50 C-2 Should be favorably affected by crop movement and increased 
a ae : farm purchasing power. Divs. may exceed $6. 
Western Maryland.................... 0.42 2.50 11%, T¥ 8 None C-2 Shares not without speculative promise but§divs. remote. Traf- 





fic gains have been substantiallthis year. 





E Estimated. (a) Company only. (6b) Including non-recurring 


* In our opinion the more attractive profit opportunities. 
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Demand for Publie Utility Service Still Upward 


Politics Obscure Outlook for Profits 


be output of electric power continues to run a good 
10% greater than last year. Moreover, the business 
gitlook is still bright and there is therefore no reason 
to expect other than further gains in the output of elec- 
ticity. If the public utility industry were operating 
der normal conditions, a stockholder would weigh the 
prospective increase in gross business against a probable 
increase in costs and take action accordingly. Unfor- 
tunately, he must consider two other important factors, 
me on the debit side and one on the credit side. 

The debit comprises the whole political question: it 
embodies an appraisal of direct governmental competi- 
tion, of governmental pressure making for lower rates, 
ad an appraisal of the possible effects of the Public 
Utility Holding Company Act. The fact that the 
enemies of the public utility industry have been foiled 
in their efforts to control the courts is, of course, a nega- 
tively constructive development. Even so, it would be 
over-optimistic to hold that the death of the Supreme 
Court “packing plan” means that all of this industry’s 
political troubles are over: it merely indicates that 
thee is to be a limit to the persecution to which 
utilities can be subjected. Direct competition on the 
pat of the Government only occurs, of course, with 
private interests operating in territory adjacent to Fed- 
eral power projects. Hence, it is only a question which 
arises in connection with certain individual companies; 
that is, unless the legislation to divide the country into 
seven distinct power districts—seven new T V A yard- 
sticks—goes through. Pressure making for lower rates, 
however, is virtually nationwide. It is a safe assumption 
that there is not a public utility company of importance 
whose rates currently are not materially lower than a 
few years ago. Lower rates, coupled with a material 
increase in almost every important item of cost, has been 


a combination which has caused public utility earnings 
and dividends to lag in the recovery movement. Never- 
theless, holders of the junior securities of these compa- 
nies can derive considerable comfort from the thought 
that the worst of the pressure for lower rates has been 
seen and that from this point the greater service being 
provided by the utilities may well be permitted to do 
them greater good than in the immediate past. The 
effects of the Public Utility Holding Company Act are 
quite obscure and must remain so until the Supreme 
Court rules on the constitutionality of the law. This 
should be sometime before the end of the 1936-37 session. 

Unquestionably, however, the “death sentence” is a 
live menace to far-flung holding companies and the stock- 
holders who own them. It is to be remembered, how- 
ever, that this is one political menace to which the 
operating, or near-operating, public utility company is 
not subject. Thus in this connection it is always wise 
for prospective investors to appraise the possibilities of 
corporate simplification. 

Perhaps the unhappiest feature of the political factor 
in the public utility picture is that it has greatly weak- 
ened what might have been a very favorable influence. 
We refer to the savings that might have been effected 
by refunding operations had potential investors in the 
industry not been scared out of their wits by the political 
fire. The amount of high-cost public utility bonds and 
preferred stocks that have been redeemed with the 
money provided by similar low-cost securities has been 
very small in relation to the possibilities. Indeed, if one 
eliminates the refinancing carried out by strong operating 
companies, or near-operating companies, it becomes 
negligible. This is a situation, however, by no means 
devoid of hope and a number of important refunding 
plans are being perfected and (Please turn to page 504) 





Position of Leading Public Utility Stocks 





Earned per Share Price Range 


mos. end, ———_1937——-~ 


Divs. 
Recent Dec'l'd 1937 Market 























12 
Company 1936 June 30,1937 High Low Price to Date Rating COMMENTS 

American & Foreign Power. 25 : j ; y f ; 5 Nil Nil a 13%, 7 6% 9 “habia —_ A-3 pe = better, but large arrears have accumulated on the 
preferreds. 

*American Gas & Electric....: ....... 2.20 2.40 E 48y, 2814 36 1.05 A-2 Plans big refunding which will benefit common. May 
raise rate on common within a short time. * 

American Light & Traction. - i i as ; , ; 1.67 1.88b 2614 1714 19 0.90 A-2 Fo pees almost twice the regular quarterly dividend of 

cents, 

*American Power & Light. Pee Patol 0.25 0.446 16% a nT A-2 Regular dividends now being paid on the preferreds, 
but arrears will have to be liquidated before the common 
can be paid anything. 

American Tel. & Te. See ce dius 9.89 ; 10.576 187 159%, 171 6.75 A-2 Number of stations in operation approaching the all-time 
record. Present $9 dividend rate appears to be quite 
secure. 

*American Water Works & Electric ; aca 1.58 1.62a 29% 151% 20 0.60 A-2 Present dividend seems well within the company’s 


earning capacity. 
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Position of Leading Public Utility Stocks—(Continued) 






































































































































































































































































































d—Fiscal year to June 30. f—3 months to March 31. 


g—12 months to April 30. 


h—5 months to May 31. 


Earned per Share Price Range Divs. Paid ee 
12 mos. end. ——-1937—._ Recent or Dec. 1937 Market 
Company 1936 June 30, 1937 High Low Price to Date Rating COMMENTS 

Associated Gas & Electric “A"........ Nil Nil a 5% 2% 3 A-3 Doing better, but between litigation, investigations 
public bodies and a maze-like capitalizat: by 
is highly obscured. Pitalization, prospec 

Brooklyn-Manhattan Transit............ 4.76d 4.09d 53 1814 23 2.50 B-3 June dividend cut to 50 cents, compared with the 
terly payments of $1 previously. we 

Brooklyn Union Gas. ..............--- 3.02 3.20a 5234 26%, 30 2.30 A-3 yp dividend reduced in April from 75 Cents to 

cents. 

ER ones caeseaavsuise se seus 0.01 53% 25 3 A-3 Little prospect of soon paying large arrears which have 
accumulated on the preferreds. 

Columbia Gas & Electric............... 0.53 0.36a 20% + 10 13 0.20 A-2 — This year's results have been adversely affected by warm 
winter and spring floods. 

Commonwealth Edison................ 6.79 7.67a 139 104 114 3.75 A-2 Present $5 annual dividend seems well assured fom 
present earnings. 

Commonwealth & Southern............. 0.13 0.196 41 2 3 A-3 Arrears of $7.50 on large issue of pfd. obstacle to 
payments on common. 

Consolidated Edison of N. Y........... 2.33 2.48a 49% 3114 40 1.00 A-2 Simplification of the system proceeding apace, Ay 
extra may well be paid on the common before the yey. 
end. 

Con. Gas, El. Lt. & Pwr. of Baltimore .... 4.52 4.56b 8914, 64 75 2.70 A-2 Regular annual dividend of $3.60 well covered by 
earnings. 

Detroit Edison......... POTS 8.39 8.52 146% 110% 115 5.00 A-2 Dividend of $2 paid in the middle of July. Company 
is a beneficiary of activity in the automobile and allied 
industries. 

Electric Bond & Share................. 0.17 9.30 2814 1314 19 A-2 Incoming months the Supreme Court will decide whether 
it will id is y's contestation. of the 
Public Utility Holding Company Act. 

* Electric Power & Light.............. 0.60 1.03b 265g 141, 22 A-2 Earnings figures are on a consolidated basis. Currently, 
the parent company's income applicable to its com. 
mon stock is negligible. 

Federal Light & Traction............... 2.61 2.78a 2934 1634 20 A-2 Earnings being used for construction and to liquidate 
bank loans. 

General Gas & Electric A" ........... 3%, 114 2 A-3  drewaga, improved, although stock outlook remains 
obscure. 

International Hydro-Electric “*A"'....... 0.54 1.114 16% 8% 13 A-2 No prospects of early dividend. 

International Tel. & Tel. ............... 0.62 0.26f 15% 9%, 12 A-2 Earnings figures completely exclude Spanish opera- 
tions. Dividend remote. 

eee) La Nil 0.20a 27% 1514 17 A-3 = Large pfd. arrears and court decisions obscure outlook. 

Louisville Gas & Electric “A"......... 2.27 1.656 283, 1914 21 0.3714 A-2 Dividend resumed in June, following delay as a result 
of food damage. 

National Power & Light............... 0.99 1.13b 14%, 8, 10 0.45 A-2 Has an exceptional dividend record for a high-leverage 
holding company. 

* Niagara Hudson Power............. 0.68 0.83a 16% 9%, 13 A-2 Corporation to be greatly simplified with important 
savings for the common stock. 

*® North American................... 1.74 1.89a 347% 21 27 0.60 A-2 § ities & Exch Cc issi PP merger 
of five mid-west bsidiari 

Pacific Gas & Electric. ..............-- 2.55 2.75a 38 281, 32 1.50 A-2 = Regular quarterly dividend of 50 cents a share appears 
to be well-assured. 

DINE i oc Sckecasscias hase 3.88 4.71a 53% 4014 45 2.25 A-2 Company conti tod trate good earning power 
despite rate reductions, 

Peoples Gas, Light & Coke............ 3.21 4.176 651% 43% 50 Sane A-2 R ption of dividends expected shortly. 

Public Service Corp. of N. J............ 2.68 2.82 5234 36%, 43 1.95 A-2 Increased output offsets higher costs and lower rates. 

Southern California Edison............. 2.45 2.33 321% 22% 26 1.121 A-2 Regular annual dividend of $1.50 is being well- 

- ’ covered by earnings. 

Standard Gas & Electric............... Nil Nil g 143 51%4 9 A-3 In process of reorganization under Section 776 of the 
Bankruptcy Act. 

Wr Blone DO Waar... cccccvcscccee 0.84 0.86a 33% 17 25 A-2 Doing better. A 25-cent dividend was paid lest 
December. 

DIED. 5255 G5cs chscesnsareasee 0.19 0.07¢ 8% 4 5 A-2 Adividend of 20 cents was paid last December. 

SS a eae 0.20 0.296 - 135% 7% 9 A-2 Earning power has risen fast, but the liquidation of 
loans and preferred arrears preclude any near-term pay- 
ment on the common. 

United Gas Improvement............... 1.09 1.1148 17 11 13 0.75 A-2 Strong, conservative company. There is no present 
reason to fear that the regular annual dividend of $1 @ 
share will not be maintained. 

United Light & Power “A"’............ 0.26 - 0.41a 1134 472 7 A-2 No distribution has been made on $60,000,000 of $6 
preferred since 1932. 

Utilities Power & Light................ def defa 1% % Yo A-3 4 reorganization under Section 776 of the Bankruptcy 

ct. 

NG Saul bn essesessoen kaa 6.89 1.75h 831% 41% 50 2.25 A-3 Company is vulnerable to higher costs, especially 
higher wages. 

*—In our opinion, the more attractive profit opportunities. E—Estimated. a—12 months to March 31. b—12 months to May 31. ¢—6 months to June 30- 
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Tue equipments are definitely among the more attrac- 
tive groups of securities during a time of recovery in 
general business. The greater activity in trade and in- 
dustry increases the burden of record-keeping, of ac- 
counting and billing. Hence, the increased dionamd for 
office equipment of all kinds—a demand which has re- 
ceived additional stimulation because of the complex 
recording which has come into being as a result of many 
new laws. The greater volume of freight being carried 
by the railroads has put them in a position where they 
just have to have more rolling stock and motive power. 
It is being freely predicted that the country faces an 
actual shortage of freight cars this fall. The adverse 
potentialities in railroad labor’s demands for higher 
wages is currently acting as a deterrent to railroad buy- 
ing, but the expectation that traffic will register further 
gains leads one to believe that there is to be merely a 
postponement of orders. , 
Turning to the farm equipments it will be found that a 
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combination of higher crop prices and Government boun- 
ties has greatly increased the farmers’ purchasing power. 
During the depression, the buying of farm equipment 
fell far below even that which was necessary to maintain 


Further Gains Expected for the Equipments 


equipment in a state which was none too good at the 
start. Under such conditions it is only natural that a 
farmer should divert a great deal of his enhanced pur- 
chasing power to the rehabilitation of his plant. What 
was true of the farmer is true also of the average manu- 
facturer. During the depression machmery was per- 
mitted to deteriorate while obsolescence took its steady 
toll. Now, businesses great and small are putting in new 
machinery and more of it. Throughout the whole coun- 
try and especially in the south new plants are being 
erected. They all have to be equipped with machines, 
wired, plumbing put in and so forth. 

From the stockholder’s standpoint, the best of the 
equipment situation is that there is little need to fear 
that it approaches a peak. Moreover, although labor 
trouble and higher prices can cause temporary loss to a 
manufacturer of machinery and equipment, the industry 
is not one that is generally vulnerable to these factors. 
This is because there is more flexibility in equipment 
selling prices than in most manufactures. For the equip- 
ment companies as a whole one may reasonably expect 
larger profits and that stockholders will be beneficiaries 
through increased dividends. 







































































Position of Leading Equipment Stocks 







































































BUSINESS 
Earned per Share Price Range Divs Mar- 
¢ 1st6m J—— Recent declared ket 
ompany 1936 1936 1937E High Low Price 1937 Rating 
te net ta a ern SSS eee ___ te date COMMENT 
tA h-Multigraph. $1.75 $0.88 $1.50 36 28 33 0.95 A-1 Eamings of twice the annual dividend of $1. AO o share indicere 0 
Pe a eee we = __ higher rate. aa 
Buroughs Adding Mazhine.... 1.39 0.68 NF 35% 2214 23 0 65 A-1 Sroent aetaend is a modest one. Extra, or even a higher regu- 
Ls, fee eae GE PER ar 2: j jar rate likely. 
International Business Machines. 10.22 5.18 5.70 189 14612 1.61 4.50* A-1 Outlook good. Eamings would indicate something in addi- 
tion to the regular $6 rate—perhaps anc ther payment in 
= eer sey ae eee ee stock. ae 
National Cash Register........ 1.76 0. 71 1.234 38% 29% 35 0.75 _A-1__ Margin of ings over a 25-cent quarterly dividend is wide. _ 
Remington-Rand............. 1.756 0.128 0.81aT 29% 21 26 0.70* <A-2 Will henceforth declare ‘interim’ dividends. ers. 
*Underwood-Elliott-Fisher.... 5.06 2.08 3.517 100% 73 91 1.75 A-1 June dividend was raised to $1, against quarterly peyment of 75 
—— _cents previously. ee <A 
RAILROAD 
Amer, Brake Shoe & Foundry.. 2.95 1.26 2.29T 803, 57% 66 1.25 A-1 Dividend raised to 75 cents. An extra, or even a higher regular 
re 2 a ie a. ieee _tate, expected before the year end. a 
*American Car & Foundry.... Nile = NF __ NF 71 46 = 53_—s 0.25 A-2 June dividend of 25 cents was the first since 1931. 
American Locomotive........ Nil NF NF 58% 37 45 A-2 Doing much better, but dividend arrears on the preferred have to 
ee ee it jacseers eae be liquidated before the common can receive anything. 
*American Steel Foundries.... 2.64 _ 0.82 1.80 80 73% 48% 59 1.00 A-1 Last quarterly dividend 50 cents: higher rate likely. 
Baldwin Locomotive (asd.).... def. def. ; NF % 47% 5 A-2 Business much better. Reorganization plan approved. 
ae Nil —sNNF __NF 7% 254 4 A-2 Simplification of organization pending. 
General Amer. Transportation.. 2.91 1.13 2.60 8614 6214 68 1.50 A-1 Paid $3 in 1936. Estimated earnings indicate the distribution 
___of considerably more in 1937. Ce 
General Railway Signal....... 0.17 def. NF 651% 41%, 46 0.75 A-2 C y's busi has imp d recently. 
Lima Locomotive............ def. NF NF 8314 59 67 A-2 peasy —_ improved. Small capitalization accentuates per- 
See eS. ae eS __ share results. 
*Nat'l Mall. & Steel Castings... 2.39 4.01T 61% 44 51 1.00 A- + Stock appears moderately priced on earnings. Dividend out- 
= 7 look is a bright one. — 
*New York Air RS sos cc 2.94 1.25 3.53T 981, 731% 75 1.50 A-1 





cm — dividend was 50 cents. A higher rate appears 
ce 

















Position of Leading Equipment Stocks—[Contd.] 















































































































































































































































































































































































RAILROAD—(Continued) 
aR 
Earned per Share Price Range Divs. Mar- 
1st 6 mos. 1937———. Recent declared ket Compe 
Company 1936 1936 1937E High Low Price 1937 Rating 
to date COMMENTS ——— 
- Sn es es as aeae ——— Sa a ae +United E 
of OS 0.49 0.59 NF 33% 21% 24 A-1 Has d liquidation of lated dividends on the "A" — eae 
= ue stock. Walworth 
Pressed Steel Car............ 0.35d NF NF 31% 171 20 A-2 Doing much better on greater volume of railroad equipment py. 
es ee 2, i _ chases. ae ——_ 
PONE. < 55 sci ccawess 1.64 0.70 2.00 72%, + =51% 55 1.1219 A-1 May consider return to the $3 annual dividend which was main Warne P 
nee ___tained throughout the worst of the depression. xWesting 
See 1.01 0.76 1.50 61%, 372 44 0.75 A- 1 Dividend increased in July from 25 cents quarterly to 371 cent aaa E 
naa) ___Even the higher rate appears modest in relation to earnings, = 
Srensioe Coot. W........ 0.70e NF NF_ 17% 11% 14 0.35 _A- 2 Recently reorganized, raises dividend from 10 cents to 25 5 cents, Worthing’ 
Union Tank Car.............. 1.79 0.70 + #NF 31% 24% 28 0.80 — Ast ~ Present dividend of 40 cents quarterly seems well assured, — 
* Westinghouse Air Brake. : 1.79 0.43 1.28T 57%, 401%, 44 0.75 A-1 Company has a great deal of new business in sight. Strong In 
finances assure liberal dividend policy. to June 
a EAS : SS = Sw caaeeaess Se — —— Oc. 31. 
AGRICULTURAL 
ee ts 12.36 NF NF 1814 38 180 pat A-1  Liquidated all ining arrears on n the preferred and paid $4 
De ee ees = pte 7 ____ share on the ast D bi. ae 
Deere a Co. Sey fr ee 9.425 NF NF 141%, 104% 141 A-1_ Preferred arrears almost eli ted and dividends there. there- 
- = ss = 7 ___ fore are not far away. 
*International Harvester....... 5.669 NF NF 115%, 991g 115 1.871 A- 1 Anti " te a iderably higher rate than the regular 62% cent cents 
: : ee . ___ quarterly. “—t 
Minneapolis-Moline Pwr. Impl. 0.14 NF NF 161, 11 14 A-2 Doing better, but large arrears on the oreferred to be eliminated 
ae; UIA, i oe ey ______ before the common can receive anything. _ ae 
*Cliver F Farm Equipment... 4.24 NF NF 73 531% 68 A- 7 nities additional stock to b-1 ter — eopital position. 
MACHINERY & ELECTRICAL EQUIPMENT 
& Allis-Chalmers. 42 tel ok 5 2.27 1.55 : 2.20 | 83% "57 a” 68 ala 1.00 A- 4 “Plans additional securities for major expansion of tacilities. ~All 
- i ____ lines of the company’s business are very active. 
American Machine & Foundry.. 1.21 0.52 0.60 293, 183/, 20 0.75 A-2 a quarterly dividend of 25 cents a share likely to be main: 
taine 
Babcock & Wilcox........... 5» 41 _NF  —s3.50T_ (156 = 114% = 1293.00 = A-1_ Benefiting from heavy industrial expansion. = eel 
Black & Decker.............. 2.745, 1.08k 1.16k 38 24 27 0.75 A-1 _ been paying 25 cents quarterly; a higher rate can reason 
a ee 3s ihe eka: bp re — 
Bliss, E Ei Messkcserecsccsenc: OO oO OE BO SS. BS. ss: RS __Considering ganization plan. 
Bucyrus-Erie................ 0.72 NF NF 25%, 14%, 17 A-2 ‘oe eliminating preferred arrears, pave ve he way for 
the 2 
BENG ower eceeses...... S50 S23. NF 85% _ 30% V4 386 0.50 A- -1_ Should be able to pay morz ‘than 25 cents quarterly. ; Tl 
Caterpillar Tractor............ 5.07 2.38 3.27T 100 85 98 1.00 A-1 In addition to cash ts, paid an extra equivalent to 3 bene 
Se ae ee ee. < ae ee: ree ee _____a share in preferred = towards the end of last year. 
Chicago Pneumatic Tool....... 2.58 0.82 NF 33 21 25 A-1 Stockholders approve plan of recapitalization to eliminate pre- indu 
wee - lane mie ___ ferred arrears. SS that 
*Cutler Hammer............. 3.98 1.73 2.60 90% 731% 77 1.00 A-1 Earnings would seem to warrant a dividend of iderably serv 
, ee ee ees eee: __morethan 50 cents quarterly, 
Doehler Die Casting... ..... .. 3.19 2.07 2.41T 46%, 35 39 1.00 ie 1 Has been paying 50 cents quarterly. More expected. Only 
Electric Storage Battery....... 2.86 NF NF 441, 321 35 1.00 i 2 Earnings and dividends likely to be similar to last year’s. gTov 
Ex-Cell © Com...........-.- __ 1,08 0.35 0.80 27% 18% 20 0.40 A-1 Expected to pay more than 20 cents quarterly. = carr 
Fairbanks, Morse........... 3.42 1.35 NF 71%, 491 57 1.00 A-1 Last quarterly dividend was 25 cents plus 25 cents extra. Out inte! 
PA vcs eae oak or larger payments is favorable. a tj 
Food Machinery............. 3.33) NE. NF 58 47 50 0.75 A-1 An increase “ the regular quarterly dividend of 25 cents ex ion 
cee ____sipeeted before long. Wee of 
*Foster Wheeler............. def. NF _ aE. 54% 37% 43 = A-2 Company believed to be operating well in the ‘ “black” "now, iner 
*General Electric........... 1.52 0.58 0.91T 647%, 49% 58 0.80 A-1 Dividends owed to keep close pace with earnings. Impreg- : 
nable makes g capital un- som 
SR ne a ee ee a a ee ee er ae iets ae ape Rain fo avel 
gc on EEE 6.41 NF NF 144 124 130 1.50 AA Li Last quarterly dividend was $1—double the previous p payment. _ this 
LER npc secs ine essa bsi05 297 +2,0.96 250 64 °51% 58 1.50 A-1 Company expects to make a very satisfactory showing. son: 
*Mesta Machine............ 4.26 NF NF 72%, 58 65 2.75 A-1 Recently reported that the busi on the company's books wat ‘ 
aS ee ee ee eee eee ee the 
Myers (F. E.) & Bros.......... 4.93f 1.971 3.131 71 585% 64 2.00 A-1 A quarterly dividend of $1 appears to be well within the company's tere 
: tae ee __eamning capacity. he 
National Acme.............. 1.37 0.61 1.20 24 173 21 0.25 A-1 Will Naan make a sizable lump-sum distribution before the 193 
, : me niene oi ss 9° 
National Supply............. 6.06 3.27 10.00 38% 31% 38 A-1 Splits the common preliminary to recapitalization plan for eliminat- strc 
oe _ aes ____ing preferred arrears. Sa | 
Niles-Bement-Pond........... 4.04 NF NF 56 40 54 1.00 A-1 Earnings this year should cover a quarterly dividend of 50 cents t 1e 
a share by a wide margin. in § 
RM Sos icicle gk cas 3.22 0.93 1.30 483, 37%, 43 0.60 A-1 Quarterly dividend raised 10 cents to 35 cents. Even the) high ref 
er rate is well within the company's present earning power. bis 
ee ss 
tra 
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Position of Leading Equipment Stocks—[Contd.) 





MACHINERY & ELECTRICAL EQUIPMENT—/([Contd.) 














—— Earned per Share 
st 6 mos. 

Company 1936 1936 1937E 
eee soa. S: 
sUnited Engineering & Foundry = 3.35 1.55 NF 
Se ee i. 
eee 0.40 NF NF 
Wayne Pump :; hoe 4.58m 2.41a 2.58a 
{Westinghouse Electric & Mig. 5.66 2.98 4.20 
Weston Elect. Instrument...... 1.22 0.43 0.75 
Worthington Pump & Machinery Nil Nil NF 








b—Year to March 31. c—Year to 


J 30. 
Oc 3te i Year to Sept. 30. 


Oc.. 31. 3 





* In our opinion, the more attractive profit opportunities. T—Actual earnings. 
April 30. d—5 months to Dec. 31. 


k—Six months to March 31. 


Price Range Divs. Mar- 
——1937——-.. Recent declared ket 

High Low Price 1937 Rating 
eee AIS 
63 45% 54 1.00 A-1 

183, 11% 15 A-2 

484; 34 47 1.50 A-2 F 
167% 13014 153 2.00 A-1 

303, 21 23 0.25 A-2 

47 30% 39 A-2 


COMMENT 





Still has much uncompleted business on its books. 





Doing much better, but company probably would like to improve 
its working capital position before paying out the maior portion‘of 
earnings. 





Quarterly dividend of 50 cents being well covered. 





Dividends this year should exceed the $5.50 paid in 1936. 





Stockholders approve rec 
arrears. 


Doing better. Likely to pay more. 





italization plan to liminat P f. da 











E—Ectimated. ‘NF—Not available. *—Plusextrasin stock. a—3 months 
e—Year to January 31. 
I—Six months to April 30. m—Year to Nov. 30. 


f—Year ended Oct. 31. g—11 months ended 





benefit from steadily expanding 
industrial activity in prospect now 
that labor troubles in the section 
served appear to be on the ebb. 
Only the extent to which expected 
growth in freight revenues will be 
carried into income available for 
interest charges is open to ques- 
tion, being subject to the outcome 
of current negotiations on wage 
increases. Baltimore and Ohio is 
somewhat more vulnerable than 
average to increase in costs from 
this direction. Assuming a_ rea- 
sonable compromise settlement of 
the wage question, however, in- 
terest charges should be covered 
by a sufficiently large margin from 
1937 operations to warrant a 
stronger investment position for 
the outstanding bonds of this road 
in general and in particular for the 
refunding and general mortgage 
issues which now provide an at- 
tractive income return. 


JULY 31, 1937 ° 





Prospects of Price Advance 


Baltimore and Ohio R.R. 
Refunding & general, Series "F" 5%, 1996 
Price 81, yield to maturity 6.2% 


The Baltimore and Ohio system is well situated to 


BY J. S. WILLIAMS 


Opportunities in Rail Bonds 


Second Grade Issues Offer High Income with 


About $158,000,000 refunding and general mortgage 


bonds are outstanding in six series, the Series “F” 5s 


of 1996 accounting for about $33,000,000 of the total. 


Prior liens aggregate about $275,000,000. 
refunding and general mortgage indenture covers prac- 





Since the 


tically the entire system (with 
most of the mileage pledged as a 
second lien) and since substantial 
equity represented by junior bonds 
and preferred and common stocks, 
the issue under review appears to 
represent a reasonably protected 
investment under present condi- 
tions. Indicative of the trend of 
earnings in recent years, it might 
be mentioned that interest cover- 
age was 1.13 times in 1936, as 
compared with only 0.90 in 1935 
and 0.88 in 1934. During the first 
five months of the current year, 
interest charges were covered by a 
small balance, whereas in the cor- 
responding period of 1936 a deficit 
of about $2,183,000 was reported. 

Recovery of earning power has 
improved the credit position of the 
road to an extent not adequately 
reflected by the junior bond issues. 
Maturities falling due the Recon- 
struction Finance Corporation 
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earlier this year were extended until April Ist, 1942, 
and there should be no difficulty handling some $4,425,- 
000 maturities on September 1, this year. The fact that 
about $90,000,000 loans due the R F C (and other 
notes) fall due in 1939 has somewhat clouded this 
situation while earnings were below the level of full 
interest requirements, although this problem has been 
considerably eased by the recent trend of earnings and 
prospects for sufficient expansion in income to facilitate 
permanent financing within the next two years. As a 
junior mortgage lien, the refunding and general 5s of 
1996 should prove responsive marketwise to future 
improvement in the earnings position of the road and 
consequently bondholders have a direct interest in the 
possibilities for expansion in freight movements over 
this eastern trunk line running through a highly indus- 
trialized area. These bonds, therefore, appear distinctly 
attractive as a medium grade rail commitment affording 
both liberal income and appreciation possibilities. 


Illinois Central Gold 4%, due Nov. 1, 1953 
Price 76, yield to maturity 6.4% 


Of all the roads running north and south in this 
country, the Illinois Central is the most important. Its 
main line runs from Chicago to New Orleans, while 
numerous branches feed the main trunk. In all, the 
system comprises between six and seven thousand miles 
of road. The products of the territory through which 
the Illinois Central passes are most diverse. The road 
carries the coal of southern Illinois and Alabama, the 
corn and other farm products of Iowa, the cotton and 
forest products of the south, and throughout a vast 
territory distributes the manufactures of scores of im- 
portant centers. Last year products of mines made up 
45% of the total tonnage, a third of the tonnage 
being the one item, bituminous coal: products of agri- 
culture accounted for about 17%, forest products about 
11%, the balance being manufactures and miscellaneous. 

Although such factors as government-subsidized water 
traffic and highway trucking companies have sprung 
up to plague the Illinois Central, by-and-large the road’s 
prosperity and the prosperity of the great Mississippi 
Valley are one and the same thing. For the first five 
months of this year, the Illinois Central’s gross reve- 
nues totalled $47,705,000, compared with $44,726,000 
in the first five months of 1936. Transportation expenses 
were, of course, larger. It is, however, mainly because 
of the heavier expenditures on maintenance that the 
balance available for fixed charges in the first five months 
of 1937 was moderately less than in the corresponding 
previous period—the coverage for charges being .74% 
and .75% respectively. 

In 1936 the Illinois Central covered fixed charges 
with a margin to spare. Hence, the prospective pur- 
chaser of the road’s obligations should not take the 
results of the first five months and consider them repre- 
sentative of the full year. As a matter of fact there is 
every reason to believe that the final figures for 1937 
will be a material improvement on the final figures for 
1936. Aside from the expectation that general business 
will register further improvement and that the Illinois 
Central will be a beneficiary, the principal reason for 
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the optimism is to be found in the bright crop prospects, 
Agricultural traffic should be materially heavier this 
fall and the greater prosperity of the farmer shoul 
result in greater shipments of manufactures of all kinds 

Should the Illinois Central do better as expected, 
among the outstanding bonds that will reflect the 
improvement are the gold 4s, due November 1, 1953 
In addition to being a direct obligation of the paren 
company, this issue, outstanding in the amount of 
some $23,000,000, is a first lien on 787 miles of track 
the greater part of which comprises a route from 
Memphis to New Orleans. That part of the system 
which is security for these bonds is not vital to the 
Illinois Central and therefore they are not to be con. 
sidered first-grade obligations. For those that can as. 
sume a certain amount of risk, however, the Illinois 
Central 4s, 1953, appear to be among the bonds likely 
to work higher during coming months: in the meantime 
the vield afforded is an attractive one. 


Erie Railroad Company 
Refunding and Improvement 5%, due 1975 
Price 74, yield to maturity 6.9% 


Although generally classified as a “hard coal road,” 
recent traffic tendencies of the Erie Railroad have 
reduced the importance of anthracite and _ increased 
the relative importance of bituminous coal, demand for 
which is highly sensitive to general industrial activity, 
and also of miscellaneous freight. Manufactured prod- 
ucts, on latest reports, accounted for almost one-third 
of freight haulage in tonnage and produced a little less 
than half of total freight revenue. This shift in charac- 
ter of freight and the expansion of general business 
activity in the highly industrialized section of the coun- 
try served has had a favorable effect upon Erie’s eam- 
ings position, lifting income above the level of interest 
charges in 1936, with further improvement indicated 
this year. 

Two series of refunding and improvement bonds, to- 
talling $50,000,000 each, are subject to approximately 
$185,000,000 prior liens. As a “junior” mortgage, the 
refunding and improvement 5s of 1975 should reflect 
the upward trend of earnings under generally favorable 
bond market conditions. For the first five months of 
the current year earnings covered fixed charges of the 
road 1.20 times, as compared with 0.97 coverage in the 
corresponding period of 1936 and an average coverage 
of about 95 per cent of full interest charges in the pre- 
ceding two years. In spite of the evidence that earnings 
are still on the uptrend, the issue under review is 
currently available at a substantial discount from the 
low nineties where they sold last year when general 
bond market conditions were more favorable than at 
present. 

The “rapid” increase in earnings this. year had an 
unforeseen repercussion, however, in a decision of the 
Interstate Commerce Commission to the effect that this 
earnings improvement made it unnecessary to extend 
$16,200,000 Reconstruction Finance Corp., loans beyond 
1942, as the management had requested earlier in the 
year. This decision brings the problem of refinancing 
somewhat closer than the (Please turn to page 502) 


THE MAGAZINE OF WALL STREET 





—— 

Issu 
Texas © 
Fairbank 


Phelps C 
New Yo 


+ Analyzé 





— 





this ye 
appro? 





quarte 
now ¢ 
stock 

Bot 
have | 
spurt 
tain t 
lar ak 
While 
quart 
trend: 
share. 

On 
about 
purch 
in the 
extra 
issue 
than 
indic: 


JULY 





Dspects, 
er this 





kpected, 





ae 9 Stocks 


pus! Which Should Lead the Market 











parent 
unt of 
f track. 
= Selected by THE MAGAZINE OF WALL STREET STAFF 
system 
to the 
9€ CoOn- 
"aN as. 
es than average market performance over the near term. 
antim The company is the largest of the independent oil 
. Issues Recommended for Better-than-Average units, is fully integrated, is strongly fortified with proven 
Appreciation oil reserves and enjoys an excellent trade standing in 
texos Corporation Great Northern Preferred markets throughout this country and much of the world. 
foirbanks, Morse & Co. *United States Rubber Its financial position is sound. Since a $62,000,000 
helps Dodge Corp. *Montgomery Ward financing program has recently been carried out, in- 
‘ creasing outstanding shares by 1,557,000, this is out of 
New York Air Brake Oliver Farm Equipment eneen ’ ; 
po the way as a retarding influence on the stock’s market 
United States Steel 
trend. 
road,” [§ ‘Aualyzed in recent issues. 
= Fairbanks, Morse & Co. 
reased 
" for Texas Corporation Manufacturing an extensive 
ivity, ie line of industrial, commercial 
prod. Among companies sharing in and household equipment, 
‘third the returning prosperity of the Fairbanks, Morse & Co. is now 
© less oil industry, the gains of Texas reaping a double benefit from 
— Corporation have been out- general recovery in demand for 
siness standing. Sales last year capital goods and from its own 
wai reached a record high and program of product diversifica- 


profit of $4.10 per share on the 
common stock was the best in 
seven years, comparing with 
only $1.83 per share in 1935. 
Rise in profits has continued 
ately J this year, net earnings for the first quarter having been 
the approximately 90 per cent larger than for the first 


erest 
cated 








lect B wuarter of last and amounting to $1 per share on stock 
able Boy outstanding, against 60 cents a share on smaller 
Sf FF tock capitalization a year ago. 
the Both because supply-demand factors in the industry 
the F have remained satisfactory and because of the seasonal 
rage F spurt in second and third quarter sales, it is quite cer- 
pre- § tain that Texas will show profits for these two periods 
ings § far above the $1 per share earned in the first quarter. 
‘a While it is impossible this far ahead to forecast fourth 

© F quarter developments, continuance of present favorable 
- omg would suggest 1937 profit not far from $6 per 
, share, 

On this basis the stock, now priced at 63 or within 

Ro about 2 points of the year’s high, appears an attractive 
his purchase and should be in line for substantial increase 
“df the present $2 annual dividend rate or for a generous 
we ‘tra payment later in the year. The fact that the 
ie issue is much closer to its previous bull market high 
we than is the market as a whole is a technically favorable 
2) indication, which suggests the probability of a better 
ET JULY 31, 1937 











tion, which was pushed aggres- 
sively throughout the depres- 
sion years. Formerly the bulk 
of revenues came from its weighing scales division. At 
present biggest sales are in Diesel and other types of 
internal combustion engines, while important supple- 
mentary lines include electrical equipment, railroad ac- 
cessories, water supply apparatus and household appli- 
ances. 

The outlook, both near term and long term, for the 
markets served by this company is favorable. For new 
products, notably the Diesel engine, dynamic growth is 
indicated. Most older products fall into the class bene- 
fitting at present—and probably for some time to come 
—both from resumption of normal expansion of the 
country’s capital facilitieés and’ from the making up 
of large deficiencies in such equipment accumulated in 
the years of depression. In foreign markets the com- 
pany also has an important stake. 

Earnings last year on the 545,982 shares of stock now 
outstanding were $3.42, against equivalent of $1.96 in 
1935. Only capitalization prior to the common is $5,- 
772,706 funded debt and 11,153 of cumulative, convert- 
ible $6 preferred. Earnings for the first quarter of this 
year were stated officially to be more than double those 
for the corresponding period of 1936. 

Now quoted at 56, or nearly 16 points under the year’s 
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high, the equity is priced at only slightly more than 16 
times last year’s net per share and on the basis of $2.25 
paid in dividends during the past twelve months would 
yield approximately 4 per cent. This would appear a 
reasonable appraisal of a stock for which there is pros- 
pect of substantial further growth in earnings, given 
several more years of expansion in the markets for 
durable goods. 


Oliver Farm Equipment Co. 


The outlook for the farm 
equipment industry is one of 
the brightest spots in the busi- 
ness picture at this time. With 
Government estimates placing 
farm income this year at about 
$10,000,000,000, the farmer will 
have ample funds with which 
to replenish and enlarge his 
machinery and _ equipment. 
This prospect has not gone 
unrecognized marketwise, as reflected in the consistent 
manner in which leading farm equipment issues resisted 
the late decline in the market. 

Oliver Farm Equipment Co. manufactures a diversi- 
fied line of farm equipment, including tillage tools, such 
as horse and tractor plows, cultivators and harrows; 
seeding machinery; harvesting machinery, such as 
threshers, combines, hay mowers, etc.; tractors of the 
wheel type for both agricultural and industrial purposes, 
and soil and crop improvement tools such as manure 
spreaders, lime sowers and sprayers. The company also 
distributes an extensive line of products such as farm 
wagons, farm trucks, corn elevators, etc., which it does 
not manufacture. Complete distribution throughout 
the United States is obtained through dealers and job- 
bers, while distributors market the company’s products 
in more than 60 foreign countries. In its field, Oliver 
Farm Equipment is the fifth ranking unit. 

Last year, the company’s sales increased 53 per cent 
and operations were in the black for the first time since 
1929. Net income of $1,153,640 was equivalent to $4.24 
a share on 272,074 shares of capital stock. In the first 
four months of the current year, net sales of over 
$11,000,000 were nearly as large as net sales for the 
entire year of 1935 and more than half of net sales of 
$18,808,804 reported for the entire year of 1936. On 
this basis, it would not be surprising if earnings in the 
first half of this year exceeded those for the full 1936 
period. 

The company recently sold 68,018 additional shares 
of common stock to stockholders at $45 a share. The 
proceeds were used to discharge $2,222,308 in current 
bank loans. The balance of the funds was added to 
working capital. The company still has outstanding 
$6,600,000 in bank loans bearing interest at 5% and 
due November 30, 1938. In the light of the substantial 
upturn in current business, the company may find it 
necessary to negotiate additional loans of this type, a 
possibility which eliminates the likelihood of dividend 
resumption in the early future. Under the terms of a 
finance agreement, it is provided that so long as any 
of the notes are outstanding and unpaid, the company 
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cannot, without consent of the banks, pay any cash 
dividends on its stock. For this reason, Oliver Farp 
Equipment was not subject to the surplus profits tay 
last year. 

The outstanding shares comprise the total capitaliza. 
tion of the company, the former prior preferred stock 
having been eliminated by a plan of recapitalization 
adopted in 1935. As of April 28, last, current assets of 
$19,588,582, including cash of $2,211,351, compared with 
current liabilities of $5,477,661, exclusive of $6,600,000 
in bank loans previously referred to. 

Notwithstanding the restrictious pertaining to divi. 
dends, the shares have given a very satisfactory market 
performance and, recently quoted around 70, they 
would appear to possess promising speculative possibili- 
ties for holding over the next several months. 


Great Northern Railway 


The favorable factors which 
may now be cited in support 
of the market possibilities for 
Great Northern preferred in- 
clude: (1) continued heavy 
shipments of iron ore and lum- 
ber, (2) a substantial increase 
in the Winter wheat crop in 
the territory served by the 
road, (3) farm income of 
nearly $10,000,000,000, — the 
largest since 1929, (4) the almost certain resumption of 
dividends in the not distant future. 

Earnings of Great Northern have recorded steady 
improvement in recent years, net income last year. 
after fixed charges and taxes, amounting to $9,903,986, 
and equal to $3.98 a share on 2,485,587 shares of capi- 
tal stock. The showing of the road last year compared 
with $7,139,860, or $2.87 a share, earned in 1935. Last 
year’s showing was made in the face of severe drought 
conditions in the road’s territory, resulting in a drop 
of some 22,000,000 bushels in the amount of grain 
shipped. The heavy loss of grain traffic, on the other 
hand, was largely offset by an appreciable increase in 
the movement of iron ore. Barring such contingencies 
as drought or black rust damage, Great Northern this 
year promises to be favored by a more normal grain 
movement. At the some time, the outlook for the 
steel industry appears to presage a sustained high level 
of ore shipments until late in the Fall, and building 
activities should be reflected in larger lumber shipments. 
Marked increase in agricultural purchasing power indi- 
cated for this year should prove a highly beneficial 
factor, stimulating the movement of manufactured goods 
and miscellaneous freight into Great Northern’s terri- 
tory. 

Since January 1, 1933, there has been a net reduction 
of nearly $19,000,000 in the funded debt of Great North- 
ern, and a saving of $4,659,663 in annual interest re- 
quirements. This latter saving is equivalent to nearly 
$1.50 a share on the preferred stock. In the first five 
months of this year, gross revenues increased more than 
12 per cent. Net operating income was up some 16 per 
cent, and would have made a more impressive showing 
had not maintenance outlays during this period been 
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relatively high, reflecting the cost of converting 12,000 
arch bar cars to the new standards. Maintenance out- 
jays in subsequent months should be materially lower. 
‘This year the probabilities are that Great Northern 
yill show between $6 and $7 a share on the preferred 
tock (the only class of stock outstanding). Under 
the circumstances, a liberal dividend appears assured. 
Recently quoted around 50, current prospects for Great 
Northern shares appear to be conservatively appraised. 
If it were not for the uncertainties involved in the 
| question of increased wages for railway employes the 
shares would doubtless be selling considerably higher. 
| The probabilities are, however, that this question will 
be settled on a compromise basis which would not place 
too severe a burden upon the carriers, and if such proves 
to be the case, the shares of Great Northern would be 
ina position to register important price appreciation. 


Phelps Dodge Corporation 


Shares of leading copper 
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' was sold at the speculative price of 17 cents. 
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companies have recovered from 
40 to 50 per cent of the ground 


lost in the March-June reac- 
tion. Their present market 
action reflects an investment 


and speculative conviction— 
amply supported by the evi- 
dence—that although copper 
metal is 3 cents under the 
high made in the spring com- 
modity speculation, price for the year will average 
much higher than last year and earnings of copper pro- 
ducers will be up proportionately. Very little copper 
Sales 
during the first half year, however, were at prices well 
above 1936 average of 9.474 cents a pound, as well as 
in increased volume. Since copper is usually sold some 
months ahead, second half year sales should prove more 
profitable than first half business, barring more than 
indicated minor industrial recession. 

In size, Phelps Dodge ranks behind Anaconda and 
Kennecott, but in terms of earnings per share is in a 
position to give a good account of itself. It has been 
officially estimated that earnings for the first half of 
the year exceeded $2 per share, before depreciation. On 
this indication it is not improbable that net for the 
year will equal or moderately exceed $4 per share, after 
all charges, as compared with $1.65 last year. In rela- 
tion to earnings trend, present quotation of 50 appears 
reasonable. If same proportion of earnings should be 
paid in dividends as was paid last year, distribution out 
of 1937 profits may readily exceed $3.50 or a yield of 7 
per cent on present price. 

Capitalization consists of $20,285,000 314%  con- 
vertible debentures and 5,071,240 shares of common 
stock. The debentures are convertible at 50, or present 
price of the stock, but full conversion would increase 
share capitalization by only 8 per cent. An expansion 
program now in progress will, over the next several 
years, substantially enlarge facilities for efficient pro- 
duction of copper and fabricated products. The bond 
issue referred to above was recently issued to finance 
this program and no further financing appears likely 








for some time to come. The stock may be purchased 
with confidence as a sound equity in a basic and favor- 
ably situated industry. 


New York Air Brake Co. 


The New York Air Brake 
Co. is the smaller of the two 
companies that dominate the 
field of railroad braking equip- 
ment. It has, however, so far 
as earnings on the common 
stock are concerned, recovered 
more rapidly than its compe- 
titor, the Westinghouse Air 
Brake Co. Having lost money 
in 1935, New York Air Brake 
earned the equivalent of $2.94 a share on its common 
stock in 1936 and the gain has continued into the pres- 
ent year. For the six months ended June 30, 1937, the 
company reported a net income of $914,794, after depre- 
ciation and taxes other than the tax on undistributed 
profits. This was equivalent to $3.53 a share on each of 
the 259,120 shares of no par common stock outstanding 
—a very favorable showing compared with the earn- 
ings of $1.26 a share reported for the first half of 1936. 

There are neither bonds nor preferred stock out- 
standing. Financial position remains comfortable despite 
the increased business at a higher price level being done 
by the company. At the close of last year current assets 
amounted to $2,675,014, of which nearly $1,000,000 was 
in cash or marketable securities. Current liabilities were 
less than $500,000. 

At the current price of 80 the stock is selling some 
20 per cent under its high for the year. While such a 
decline is substantial, it seems to have resulted from an 
over-extended speculative position, rather than any 
change in the prospect. Fundamentally, these remain 
bright. The improvement in general business has natu- 
rally been reflected in a greater volume of railroad 
traffic. This has forced the roads into the market for 
additional rolling stock and motive power, all of which 
must necessarily be equipped with brakes. If this were 
all, the prospects of the New York Air Brake Co. would 
be similar to that of the railroad equipment companies 
generally. It happens, however, that the Association of 
American Railroads has issued a ruling that after 1944 
there must be no freight cars equipped with the old type 
“K” brake. This means that between now and 1944 
some 1,700,000 sets of the new “AB” brake will have to 
be installed. Although there may be some slight modifi- 
cation of the Association’s ruling as the deadline more 
nearly approaches, it does not alter the fact that a 
great deal of air brake business is to be obtained over 
the next few years. Moreover, because the “AB” brake 
is more complex than the old style “K” 





K” type, the former 
should bring in a relatively greater volume of replace- 
ment and repair business. One can count on New York 
Air Brake obtaining its share of the prospective market 
and on the certainty that the company’s stockholders 
will benefit accordingly. A marked revival in general 
demand for railroad equipment is expected to develop 
this autumn as car loadings establish a new recovery 
high above total of 900,000 per week. 











MESTA MACHINE—UNITED ENGINEERING 





Sustained Demand Keeps Both Companies Near Capacity 


Heavy Machinery Makers Compared 


BY ROY M. FENTON 


| much was heard about the “excess capacity” 
of the steel industry during the depression, it was not 
long after a more normal rate of steel buying material- 
ized that it became apparent that much new machinery 
and equipment was needed by the steel producers for 
the most efficient operation. Thus, the excess capacity 
idea soon faded into thin mist, and during the past year 
or so the steel companies have been spending over two 
hundred million dollars per annum for expansion and 
plant improvement, mostly in facilities for finished steel 
products. A recent estimate of the American Iron and 
Steel Institute indicates that during 1937, close to $300,- 
000,000 capital outlays will be made by the industry, an 
increase of about 40 per cent over the expansion expendi- 
tures made last year. This expansion progam includes 


an addition of some 12,000,000 ton capacity for sheets, 
strips and plates in modern continuous mills. 

Mesta Machine and United Engineering and Foundry 
have a virtual monopoly on the manufacture and in- 
stallation of automatic continuous rolling mill machinery 








of the type to which steel producers are turning in order 
to reduce unit production costs of finished products, 
These companies have also obtained extensive foreign 
business of the same type. Business already booked is 
sufficient in volume to keep operations at close to a 
capacity rate throughout this year and well into 1938 
for both companies. With demand so urgent and bus:- 
ness booked so far ahead prices are believed to be readily 
adjustable to cover increases in material and wage costs 
and thus maintain a normal margin of operating profit 
on the business at hand or in prospect. 

Of the two steel mill machinery makers in line for 
this business, Mesta Machine is the larger concern from 
the standpoint of both assets and average earnings. 
Neither this company nor its competitor, United Engi- 
neering and Foundry publish figures of annual sales 
volume, although it is presumed that each concern gets 
its business primarily on a contact basis and that on the 
average profit margins of the two concerns are quite 
similar. Mesta Machine obtains the bulk of its business 
in supplying rolling machinery 
to steel mills, although its activ- 
ities also include manufacture of 
“Mesta Special” rolls, forging 
and bending presses and cast- 
ings. Through its stamping and 
pressing machines, the company 
numbers among its customers 
some producers of finished steel 
such as auto and auto accessory 
companies. Activity in these 
latter industries has been run- 
ning at a high level in recent 
years. The fact that its earn- 
ings were relatively better dur- 
ing the depression years sug- 
gests that the scope of its re- 
placement business is somewhat 
wider than United Engineering. 

The latter company, in addi- 
tion to sharing rolling mill ma- 
chinery business for the domes- 
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‘ie steel companies with Mesta, also pro- 
duces rolls and castings. It developed a 
new magnetic coiler in late years and has 
acquired exclusive license for the manu- 
‘acture of Perrett rod reel. 

Reference to the accompany tabulation 
{comparative statistics shows that with 
ue allowance for the moderately smaller 
common stock capitalization of United 
Engineering, the earnings, assets position 
ind financial resources are about in-equal 
proportion to capitalization. — United En- 
sneering has some leverage in its capital 
¢ructure due to $827,600 preferred stock 
vapitalization ahead of the common. It 
is quite likely that this factor may have 
helped the smaller concern to make the 
relatively wider earnings gain from 1935 
to 1936. What has probably been a more 
important factor in this regard, however, 
is the fact that Mesta Machine appears 
to have had an earlier advantage in book- 
ing new rolling mill equipment orders and, 
therefore, was able to expand its own 
manufacturing activities up to around 
vapacity before its competitor. 

At the present stage of the business im- 
provement, this is a rather questionable 
advantage, however, since the upward 
curve of earnings of Mesta Machine ap- 
pears to be flattening out and future earn- 
ings expansion possibilities may be more 
limited than in the case of United Engi- 
neering and Foundry. The fact that the shares of the 
latter concern are presently selling on a slightly higher 
ratio to 19386 earnings suggests that there is a well 
informed expectancy that the differential between the 
per share earnings of the two companies last year will 
narrow in 1937. Neither company has issued any in- 
terim earnings figures to confirm this belief, however, 





United Engineering Co., intermediate roughing mili in action. 


nor is there sufficiently reliable data available relative 
to current operations of either concern on which to pre- 
pare a definite estimate of probable 1937 results with 
any confidence of accuracy. 

On the basis of the more liberal dividend disburse- 
ments made by Mesta Machine so far this year, the 
common shares are more (Please turn to page 500) 





Comparison Table 















































Column 1 Column 2 Percentage 
esta United of Col. 2 THE STORY IN BRIEF 

Balance Sheet Data (12/31/36) _ Machine Engineering toCol.1 Read comments individually and consecutively 
Funded Debt................ a CORE ee Pieadie Maison None _ ___None 2 ___ Both companies are free of funded debt while United has 
Prefened Stock. .......... pipes veveesessseeess++s Nome _—_— $827,600 —iww».§ =~ 8,276 shs. 7% cum. $100 par pd. stock, 
Common Stock ($5 par value shares)... soettesssssssssss+ 1,000,000 818,215 __—81.8% _ United Engineering has less common shares % 
Total Tangible PID = sisi toraccisacs ss a ia rtan ten $15,265,500 | $13,826,000 90.4% and also smaller tangible assets, pn 
US ed eee a $9.60 $11.40 118.8% _ but a slightly larger book value per share. 
Net Working Capital........... Wee $3,688,850 $4,410,000 119.5% ___ Although Mesta Machine has less net working capital, 
Including cash and equivalent egsiccs sine s< pag $3,093,000 $1,578,000 ___ 51.1% _it has larger cash resources among current asset. oe 
Ratio Current Assets to Current Liabilities.................... ites... Bitet 123.5% However, United has a more favorable current ratio. = 
Eamings gain in 1936. . Ee eine eee ae 2 eee kaes ne 35.2% 75.0% 213.0% United's 1936 earings gain was more rapid, 
Per Share Earnings*—1936.......... foe ee ae 78.8% __ although Mesta still shows larger per share earnings. 

___ ditto 1995....... _ 3.15 1.92 «60.9% __ During the past four years per share earnings of Mesta 

___ ditto __1934....... 1.48 0.89 54.7% Machine ran consistently higher than the per share ea'nings 
oe OE eee eee ren eames: 055 O42 76.4% of United Engineering. 
Dividends Paid 1937...... arate Scone eisieleie us ine mec Tee $2.75 __ $1.00 36.3% _Mesta Machine, both this year and la:t, has maintained a 
ES ESS rere $3.75 $3.25 86.3% more liberal policy 

Both issues sell about on the same price earnings ratio. 


Price Earnings Ratiot................ 


Ratio} 





+t Based on 1936 earnings. 


* Adjusted to Present capitalization. 


15.9 to 1 





103.2% 














What's the Matter 
With These Stocks— 


Buy — Hold — or Switch? 


BY J. 58. 


isis in the strongest bull market there are usually 
some stocks whose performance can be summed up in 
the familiar lament: “It doesn’t move.” There is always 
a reason, perhaps temporary, perhaps not. Whatever 
the reason, the action of any stock in lagging persistently 
behind the market should be notice to the holder thereof 
that reappraisal of its prospect is in order, and warning 
to the potential new buyer to look twice and then twice 
again. It is our purpose, in a series of studies, to offer 
guidance on numerous of the present laggards, starting 
herewith with four—Ingersoll-Rand, Corn Products, 
Endicott Johnson and National Biscuit. For a year, or 
longer, trend of each has been disappointing. Should 
they be held or switched? 








INGERSOLL RAND 






PRICE RANGE 


M.W.S. 
COMBINED AVERAGE 





1936 1937 


























Ingersoll-Rand 


A high of 147 was reached by this stock in February, 
1936, or eighteen months ago. Best price this year to 
date was 144, and current quotation is around 131. 
Ingersoll-Rand is a leading manufacturer of air com- 
pressors, drills and other pneumatic equipment; oil and 
gasoline motors and Diesel engines; and in recent years 
has extended its activities to mechanical refrigeration 
and air conditioning. These are capital goods and the 
trend of sales and earnings conforms rather closely with 
that in so-called heavy industry, notably engineering 
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construction, mining, etc. A long term chart of steel 
ingot output and Ingersoll-Rand sales would show 
marked similarity. 

The majority of capital goods stocks are much higher 
now than they were eighteen months ago. Is there 
something wrong in the Ingersoll-Rand picture? The 
answer is in the negative, despite the unusually long 
pause in this stock’s individual bull market. Recovery 
in its field, especially in construction, has much farther 
to go and there is no reason to doubt that the company’s 
earnings will rise in proportion. Net last year was $6.41 
per share, against $3.50 in 1935, $2.97 in 1934 and 1 cent 
in 1933. The 1929 profit was $10.50 per share. Al- 
though interim reports are not issued, trend this year 
has unquestionably been favorable. 

Working capital, including cash items of $9,955,000. 
amounted to $26,754,000 as of December 31, constituting 
about 70 per cent of total assets and equal to about 80 
per cent of 1929 working capital. Relative to indicated 
volume, working capital position is fully equal to 1929 
position and thus would not appear to suggest any need 
for financing, even though earned surplus item was 
largely reduced during the depression years by distribu- 
tion of unearned dividends. 

Since rise of the stock from a low of 19% in 1933 to 
147 in February, 1936, substantially discounted 1936 
net of $6.41 per share, its subsequent failure to extend 
the former high is not surprising. In percentage. more- 
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over, this issue is now closer to its old high than is the 
market as a whole, a technically favorable indication. 
Retention is advised. 


Corn Products 
This stock made a high of 905% in the market’s first 


rebound in 1933 and has yet to better that figure. The 
present quotation is 63. Therefore, the net change since 
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the summer of 1933 has been a decline of 275% points 
Over the same period the net change in this publica- 
tion’s index of 330 stocks has been an advance of ap- 
proximately 30 points. Examining earnings per share, 
the record shows $3.87 in 1933; $3.16 in 1934; $2.62 in 
1935; and $3.86 in 1936. First quarter net was 70 cents 
ashare, against 93 cents in the first quarter of last year. 
Second quarter net is also expected to prove lower than 
a year ago. 

Thus, in the price and earnings trends of recent years, 
there is clear evidence that the position of Corn Products 
under our New Deal economy has not been a particularly 
happy one, regardless of the company’s notab e financial 
strength and its excellent management. Unless one 
can see probability of a change for the better in the 
conditions that have retarded recovery in earnings, it 
would be logical to consider a switch to some more 
favorably situated stock. 

For our purposes, suffice it to say that ideal conditions 
for Corn Products would be a low and stable price for 
corn and relatively high prices for such competing prod- 
ucts as beet and cane sugar, tapioca and sago starch. 
Those conditions have not prevailed in recent years. 
Whether they will prevail in future involves a nice guess 
upon the output and price trends of several products 
subject to the vagaries of the weather at home and 
abroad, as well as a guess upon New Deal farm policy, 
especially insofar as it applies to corn. 

The present outlook is for a larger corn harvest and 
lower prices later in the year, but this will not benefit 
Corn Products during the present quarter and probably 
could not aid earnings materially before the first quarter 
of next year. For the longer future there is the fact 
that the Government is committed to a high price policy 
for farm products. Moreover, its farm program is still 
Ina state of evolution and possible changes in it con- 
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stitute an added factor of uncertainty for affected 
markets. On the whole, conceding the safety of current 
4.76 per cent yield on Corn Products, we conclude that 
the investor would probably be better off during the 
next several years in International Harvester or Allis- 
Chalmers than in this stock. Both are strongly favored 
by the Government’s basic farm policy, while Corn 
Products is not. 


Endicott Johnson 


Second largest American manufacturer of shoes, Endi- 
cott Johnson has been favored by the relative stability 
of demand characterizing consumption goods in the 
necessity class. Long term growth of the shoe industry 
parallels growth of the population. Fluctuations of vol- 
ume from good times to bad and back again reflect 
changes in prices and consumer shifts from shoes of one 
quality to another, as dictated by their pocketbooks. 
rather more than variations in physical volume. 

Nevertheless, earnings of Endicott Johnson have 
varied greatly—almost as widely as those of some dur- 
able goods companies. Net per common share dropped 
from $11.51 in 1927 to $7.63 in 1928, to $5.01 in 1929 
and collapsed to 14 cents in 1930. In 1931 earnings 
spurted back to $4.84, then dropped to $1.80 in 1932. 
With the reversal of price deflation in 1933, profit went 
back to $4.31, since which year to date the trend has 
been static and, in fact, slightly downward. For twelve 
months ending November 30, in 1934, 1935 and 1936, per 
share net was, respectively, $4.34, $4.21 and $3.97. For 
twelve months ended May 29, this year, it was only 
$3.11. 

Movement of the stock has been in line with this 
performance. It advanced in 1933 from low of 26 to 
high of 62%, but over the next three years could extend 
1933 high by only 6 points. Peak of 69 was reached in 
February, 1936. High this year was 60 and current 
price is 54, the year’s low. 

Decline in profits for the year ended May 29 reflects 
higher costs, especially as to labor, and inability thus far 
to pass them along entirely to consumers in a highly 
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competitive trade. The erratic fluctuations of earnings 
shown over the past decade have originated chiefly out 
of changing values of inven- (Please turn to page 498) 
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Lehman Corp.'s Portfolio Changes 


A matter of interest arising every 
quarter is the change made by the 
Lehman Corp. in its investment 
holdings. Comparing the position as 
of June 30, last, with the position at 
the end of March, it will be found 
that the company was a seller of 
aircraft, automobile and automobile 
accessory stocks. Steel stocks, min- 


ing stocks and oil stocks were 
bought. Issues appearing in the 


portfolio for the first time included 
10,000 shares of Marine Midland, 
1,900 shares of Allied Chemical, 
5,000 shares of the Aluminum Co., 
400 shares of Aluminum Ltd., 12,000 
shares of Socony-Vacuum and 5,000 
shares of Texas Pacific Coal & Oil. 
Companies completely eliminated 
from the list included Allis-Chal- 
mers, Kimberly Clark, Twentieth 
Century-Fox, New York Steam, 
General Railway Signal and Lima 
Locomotive. While most of these 
changes are quite understandable. 
there will be comment over the sale 
of railroad equipment issues and the 
bold position taken in aluminum in 
the light of the Government’s suit. 
The outcome of these and other 
changes will be watched with in- 
terest. 


Retail Trade 


There appear signs that the almost 
sensational gains which retail trade 
has been making over a year ago 
have begun to narrow. For the four 
weeks to July 16 the sales of Sears, 
Roebuck were only 514% above the 
corresponding previous period, 
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whereas for the 24 weeks to July 16 
there was a gain of 17.4%. Al- 
though it will have to be confirmed 
by other reports which are not as 
yet available, it nevertheless seems 
logical that retail trade should now 
begin to show up somewhat less bril- 
liantly. It will be remembered that 
at this time a year ago merchandise 
sales were being strongly stimulated 
by the payment of the soldiers’ bon- 
us—a favorable influence that cer- 
tainly remained powerful right up 
to the end of last year. Just at the 
moment nothing special is operative 
to take the place of the bonus and 
it may be considered favorable that 
retail trade resting on nothing more 
than general recovery is still ahead 
of last year. However, the fact that 
all the evidence points to a material 
increase in farmer purchasing power 
this fall is justification for the belief 
that the present represents merely 
a lull in retail trade which will evap- 
orate during coming months. Sears, 
Roebuck, Montgomery Ward, J. C. 
Penney and_ similar companies 
should reap the greatest benefits 
from the expected improvement. 


Briggs - Motor Products Merger 
Declared Off 


The merger which had been pro- 
posed between the Briggs Manufac- 
turing Co. and the Motor Products 
Corp. is not to be consumated. Ob- 
jections to the merger were raised 
by the minority stockholders of 
Motor Products who declared that 
the two shares of Briggs for three of 
Motor Products was a ratio which 
was not fair in the light of the past 








earnings of the two companies and 
that it was also disproportionate to 
the relative physical assets of the 
two companies. Without taking the 
position that these objections are 
without validity, it will nevertheless 
be a pity if a merger between these 
two companies is finally abandoned, 
for it seemed a combination well 
justified economically. As_ it is, 
there is danger that the two compa- 
nies instead of being complementary 
one to the other will become com- 
petitors. Briggs has already an- 
nounced that: “We are proceeding 


immediately with plans to construct | 


and equip a plant to manufacture 
certain parts which would have been 
obtained through the merger.” 


Copper 


Although the figures issued for 
June by the Copper Institute 
showed that stocks of copper both 
at home and abroad were larger than 
at the end of May, the increases 
were so small that they were re 
garded with general approval. 
World refined stocks were up some- 
thing more than 10,000 tons of which 
about 2,500 tons represented an in- 
crease in domestic stocks. Com- 
paring the stocks of copper on hand 
today with reliable estimates at the 
worst of the depression (official fig- 
ures were not published then be- 
cause they presented a statistical 
position too frightful for ordinary 
eyes) shows an almost incredible 
gain in consumption. It is to be re- 
membered, of course, that not only 
has consumption managed to reduce 
mountainous stocks to manageable 
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proportions but that it has 
done so in the face of a 
great increase in produc- 
tion. There is little reason 
} to believe that the demand 
for copper has reached a 
ak or that the producers 
| of the metal will not con- 
tinue prosperous. 
From such a conclusion 
it follows that investors 


; are advised to retain, or 


even to increase, their hold- 


| ings in the standard cop- 


per companies. If less well 
known than Anaconda and 
Kennecott, nevertheless an 
excellent stake in copper 
can be obtained through 
the Newmont Mining 
Corp. This company is a 
combination of mining in- 
vestment trust and a de- 
veloper of unseasoned min- 
mg property. While it is 
principally interested in 


| copper, attention is paid to 
| other 
| and to oil. 


non-ferrous metals 
At the end of 
last year the company’s 
better known holdings in- 
shares of 
Phelps-Dodge, 228,100 
shares of Kennecott Cop- 
per, 235,410 shares of Con- 
tinental Oil, 264,682 shares 
of Hudson Bay Mining & 
Smelting, 555,746 of Rho- 
desian Anglo American 
and 30,400 shares of the 
Amerada Corp. The stock 
of Newmont Mining, sell- 
ing on the New York Curb 
Exchange at about $108 
a share, is among the 
“high-price” group. Even 





International Tel. 


Kennecott Copper. 


Developments in Companies Recently Discussed 


R. H. Macy. Proposes to raise additional 
working capital by offering stockholders 
additional stock in the ratio of one new 
share for each ten held. The price of the 
new stock has not yet been set, but the 
offering should bring in more than $7,000,- 
000 in cash. 


Union Carbide & Carbon. The June quarter 


was the second best for the period in the 
company's history, earnings being equiva- 
lent to $1.17 a share. For the full year 
1937 Union Carbide should report a profit 
equal to some $5 a share on its outstanding 


common stock. 


& Tel. 
which this department referred in the last 


The financing to 


issue is now further along. The United 
Platte Telephone Co., Argentine subsidiary, 
is to sell some $9,000,000 of a $30,000,000 
debenture issue. Swiss bankers have under- 
written the offering. While the money will 
ultimately find its way to the coffers of 
1. T. & T. and be used to liquidate the 
parent company's bank loans, it will not 
be an “up-stream™ loan because of subsi- 
diary indebtedness to the parent company. 


Litigation between this 
company and Consolidated Coppermines 
has been settled. Kennecott agrees to mill 
and smelt monthly 6,000 tons of Consoli- 
dated's ores, against 3,000 tons formerly, 
and at a lower cost. 


Johns-Manville. Reflecting the increased ac- 


tivity in construction, together with a firm 


Owens-Illinois Glass. 


Westinghouse Air Brake. 


price structure for building materials, this 
company earned the equivalent of $1.95 a 
share on its common stock in the second 
quarter, against $1.38 on the same number 
of shares in the corresponding previous 
period. Sales volume was up almost 38%. 


Announces that $15.- 
000,000 in 312% debentures are to be sold 
privately at par. President states that the 
$6,300,000 which was raised a year ago 
last April failed to cover the nearly $8,000,- 
000 which has been spent since then on 
plant and equipment and that so fast has 
the business been growing that $20,000,000 
more will have to be spent in capital im- 
provements to take care of the increased 
demand. Net profit for the year to June 
30, last, amounted to $11,856,194, compared 
with $8,776,341 for the previous twelve 
months. 


Texas Corp. Both sales and profits are re- 


ported at record levels. Net income for 
the half year is officially estimated at 
$27,000,000, or about 70 per cent better 
than the estimate for the first half of 


1936. 


One must take into 
consideration when comparing the earnings 
of 43 cents a share in the June quarter 
with the earnings of 85 cents a share in 
the first quarter that well over half the 
profit for the first three months of the 
year was a non-recurring profit derived 
from the sale of securities. 





so, this price is appreciably less 
than the book value, based upon 
the market or fair value of the 
underlying securities, and also well 
under the high for the year which 
was 135. 


What the Second Quarter 
Earnings Show 


Despite labor trouble, increased 
raw material costs, higher wages and 
mounting taxation, corporate profits 
in the second quarter of this year 
Were generally good. Among the 
more important companies showing 
gains was General Electric with 
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earnings equivalent to 41 cents a 
share of common, compared with 33 
cents a share in the June quarter of 
1936: Phillips Petroleum with earn- 
ings equal to $1.59 a share against 
$1.01: Beech-Nut Packing whose 
earnings of $2.77 a share compared 
favorably with $2.34 in the second 
quarter of last year. For the three 
months to June 30, 1937, National 
Cash Register reported 73 cents, 
against 50 cents a year ago: Acme 
Steel $2.04 against $1.56: American 
Telephone & Telegraph (parent com- 
pany) $2.34 against $1.99: Under- 
wood-Elliott-Fisher $1.59 against 91 
cents. A list of companies whose 
profits in the second quarter of this 


year were below those of 1936 would 
include Corn Products Refining and 
its smaller contemporary, Penick & 
Ford, Southern California Edison. 
Lehn & Fink Products, United Bis- 
cuit and Doehler Die Casting. Re- 
gardless of the inevitable exceptions. 
the second quarter, as has been said. 
is proving to be a generally gratify- 
ing one for stockholders. While div- 
idends may not be adjusted immedi- 
ately to the improvement in earn- 
ings, it would seem that with the tax 
on undistributed profits remaining in 
effect the flood of dividends which 
was seen towards the end of 1936 
will be repeated before the end of 
1937. (Please turn to page 504) 
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THE BUSINESS ANALYST 









Sane shut-downs during the week 
in which Independence Day was cel- 
ebrated turned out to be less ex- 
tensive than usual, and our per cap- 
ita index of Business Activity has 
advanced to 99% of the 1923-5 aver- 
age, a level 9% higher than at this 
time last year. The brief recovery. 
however, will probably soon be fol- 
lowed by another minor set-back, of 
possibly a month’s duration; since 
Ford will be closed for vacations and 
inventory-taking during the final 
fortnight of July and the first week 
in August, while other motorcar = — 


Jaking. the Pulao of 


—Steel Rate Higher 
—Building Volume Rising 
—Railroad Outlook Improved 


—Trade Gains Slacken 


9%. per capita Business Activity 
during the current quarter would 
have to average 101.5, or three points 
better than the second quarter. The 
narrowing spread between this year’s 
and last year’s Business Activity has 
been paralleled by corporate earn- 
ings which, judging from early re- 








makers plan soon to terminate | 
production on 1937 models. Cot- 
ton textile sales, moreover, are 
rather slack at the present time | 
so that, in spite of heavy back- | 
logs, production might fall off | 


this Summer at a somewhat 

greater than normal seasonal | 

rate. | 
| 


The per capita rate at which 
new wealth was produced in 
June averaged 98.2% of the 
1923-5 average, which was 
11.7% above the corresponding 
month of 1936. This compares 
with 101.2 for May and 96.0 in 
April; resulting in an average 
of 98.5 for the second quarter, 
against 93.4 for the first quarter 
and 96.0 for the half year. The 
gain over last year, however, 
was only 12.8% during the sec- 
ond quarter, against an increase 
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above those reported for the corre. 
sponding three months of last year. 

In spite of continued expansion 
in the public’s purchasing power, a 
similar retardation in the rate of ex- 
pansion has been observable in trade 
channels. Responsibility for this 
has been variously assigned to labor 
trouble, hot weather, rising retail 
prices, and to the unusual bulge in 
merchandise demand created last 
year around this time through dis. 
bursement of the soldier bonus. But, 
whatever the cause, it is perhaps 


—,. worth noting that unit quantity 


sales, which are the ultimate 
regulator of production, have in 
some fields dropped recently be- 
low last year’s level. In June, 
for example, General Motors 
sold 18% fewer cars to domestic 
consumers than during June of 
1936; while department store 
sales on a unit quantity basis de- 
clined 3%, despite a 6% gain in 
the dollar volume of turnover. 
So much for current condi 
tions and Summer prospects 
which, though leaving something 
to be desired, still fall far short 
of fulfilling the dire predictions 
inspired by the speculative col- 
lapse in prices this Spring. Turn- 
ing now to the fourth quarter. 
we find a much more encourag- 
ing outlook. The gold _ scare. 
which appears to have been in 
large measure responsible for the 
late set back in prices for stocks 








of 23.8% for the first quarter and 
17.9% for the half year. With 
possibilities of further interruptions 
in production through labor disputes, 
and in view of the swift rate at 
which business picked up during the 
third quarter of 1936, it is doubtful 
if the current quarter can top last 
year’s third quarter by more than 
9%. To show an improvement of 
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turns, showed average improvement 
during the second quarter of only 
25% over the corresponding period 
of 1936, compared with a 50% in- 
crease for the first quarter. Thus, 
according to present prospects, it is 
a fair guess that third quarter earn- 
ings will do well to average 20% 


and staple commodities, _ has 
been removed as a disturbing influ- 
ence—probably for some months to 
come. Growing dissension in the 
Democratic party encourages a be- 
lief that the era of radical legislation 
may be drawing to a close. Farm 
income this year, according to De 
partment of Agriculture economists, 
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yill top last year’s cash intake by a 
billion and a half. New corporate 
pital raised through flotation of 
gcurities in June came to 269 mil- 
ions, the largest amount for any 
nonth since the banking holidays 
ind 116 millions more than for the 
orresponding month of 1936. Orders 
§ booked by the General Electric Co. 








































































































































‘“ during the second quarter were the 
heaviest for any quarter since 1929; 
hile June machine tool orders were 
49% up from a year ago. Such con- 
picuous improvement in the capital 
woods field, which is the keystone of 
prosperity, points to sharply higher 

2 corre. fF business volume and profits during 

st year, & the fourth quarter. 

pansion 

ower, a The Trend of Major Industries 

e of ex- 

n trade STEEL—With resumption of op- 

or this erations following the strikes, steel 

o labor § mills are now operating at around 

retail — 83% of capacity, a level 18% higher 

ulge in § than last year at this time. Book- 
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. But & shipments; so that the industry 

erhaps fF rather expects some slowing down in 

antity F production during August—a devel- 
timate B opment which would be utilized to 
ave in & repair furnaces. There are large 
tly be- backlogs in tin plate and heavy 
June, — plate, and reservations for sheets are 
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mestic § ber; but orders are needed for bars, 
ine of § strip and rails. Steel for new motor 
store § car models is expected to move in 
sis de- f volume by September, and prospects 
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De- f for next year’s business. In fixing 
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hopes to eliminate most of the spec- 
ulative buying which has hitherto 
hampered prompt delivery of steel 
for actual consumption. Sustained 
strength in scrap is probably due 
more to abnormally heavy foreign 
demand than to fears of any unusual 
domestic requirements this autumn. 
The American Iron and Steel Insti- 
tute places the country’s steel ingot 
capacity at 69,534,194 gross tons on 
July Ist, an increase of 289,500 tons 
since the first of the year. 


CONSTRUCTION—Strong sup- 
port for the belief that autumn will 
witness a sharp pick-up in general 
business activity was afforded by the 
report of new construction contracts 
awarded during June in 37 States 
East of the Rockies. The total esti- 
mated cost of such projects spurted 
to 318 million dollars, a new recovery 
high, and 37% ahead of June last 
year. The cumulative gain for six 
months has been only 21% for all 
classes of construction; but private 
building increased 60%, in face of a 
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14% decline in public works. The 
strong upsurge in June took place 
mostly during the later part of the 
month, and so undoubtedly is attri- 
butable to the release of work previ- 
ously held up by apprehension over 
political and labor prospects which 
have recently become less alarming. 
The report would seem to discredit 
the theory that high costs are an in- 
superable obstacle to revival of the 
construction industry. 


METALS—World stocks of blister 
and refined copper increased 18,000 
tons durmg the month of June. 
about two-thirds of the gain taking 
place in the United States. In view 
of prospects for expanding business 
activity this autumn, the increase is 
not regarded as sufficient to warrant 
resumption of production control, 
and foreign prices are holding frac- 





tionally about the domestic level of 
14c. Domestic zinc stocks at the 
end of June, though up slightly dur- 
ing the month, still amount to less 
than a four-weeks’ supply. Produc- 
ers state that supplies are sufficient 
for current consumption, but are re- 
fusing to fill orders for hoarding. 


RAILS—Resumption of steel mill 
operations, following the strikes, and 
heavy movements of crops are in- 
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strumental in producing a consider- 
ably greater than seasonal expansion 
in car loadings, while facilities are 
being taxed to handle the upsurge 
in Eastern passenger traffic. If, as 
most trained observers believe, the 
construction industry is entering up- 
on a prolonged era of expanding ac- 
tivity, there is every reason to expect 
continued expansion in railroad gross 
income; since heavy goods are the 
backbone of longer-haul freight ton- 
nage, in which the rails meet little 
competition from motor trucks. The 
great threat to railroad earnings 
over a period of years lies in rising 
costs of labor and material. Traffic 
will probably rise again to pre-de- 
pression levels upon complete return 
to general prosperity, and this will 
enable some of the stronger carriers 
to install modern efficient equipment 
and therewith solve the cost prob- 
lem; but weaker roads may ultimate- 
ly justify the dark forebodings em- 
bodied in a report issued recently 
by the National Resources Com- 
mittee, wherein it is stated that rail- 
road freight ton-mileage, during the 
next 20 to 25 years, is unlikely to 
increase materially beyond pre-de- 
pression levels. 


AUTOMOBILES—Factory | sates 
in June of motor vehicles made in 
the U.S. A. totalled 497,298—19,601 
less than in May; but a 10% gain 
over June a year ago, compared with 
For 


a six months’ increase of 12%. 
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the remainder of the year, somewhat 
stiffer finanee terms and higher re- 
tail prices for the new models may 
detour some trade to the used car 
market; but expanding public pur- 
chasing power should sustain sales 
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level when demand 
through 
bonus. 


above last year’s 
was stimulated artificially 
disbursement of the soldiers’ 


OIL—Domestic consumption of 
gasoline during the first six months 
of 1937 reached 246,000,000 barrels, 
an all-time peak, and an 11.3% in- 
crease over the corresponding period 
a year ago. With stocks of crude 
above ground holding practically 
stationary, production, and hence 
consumption, of crude oil is currently 
19% ahead of a year ago. Yet 
motor fuel stocks are only 10% 
ahead of last vear, while stoeks of 
gas and fuel oil are off 2%. With 
such a strong statistical position, it 
is not surprising that tank car prices 
for gasoline in Eastern States have 
been advanced '4c 


earlier in the present article, there 
has recently been a _ moderate 
slowing down in the rate at 
which merchandise sales have been 
topping last year’s records. In 
June, variety store sales gained only 
1.5%, compared with a 6% increase 
for the first six months; life insur- 
ance sales gained only 7.4%, against 
8.9% for six months; rural retail 
sales were up 11.5%, compared with 
12.5% for six months; chain stores 
gained 11.7%, against 14.6%; while 
department stores gained 6%, com- 
pared with a six months’ increase of 
11%. Among the chains, mail order 
houses continue to make the best 
showing, with a June gain of 22.8%. 
compared with a 25.2% increase dur- 
ing the first six months. The best 
showing among department stores 
this year has been made by the Chi- 
cago Federal Reserve district, where 
June sales were 13% ahead of a year 
ago, and trade for the half year in- 
creased 18%. Owing to a consider- 
able rise in retail prices, the major 
portion of this year’s increase in 
sales comes from this factor; since 
unit volume has not gained much. 
Most stores, however, employ a fixed 
percentage mark-up, based upon 
cost; so that larger dollar volume 
brings better profits, regardless of 
the price level. Much satisfaction 
is expressed in merchandising circles 
over the liberal interpretation of the 
Robinson - Patman anti- price dis- 
crimination act recently made by 


the Federal Trade Commission jp 
dismissing complaints against Mont. 
gomery Ward and Kraft-Phenix 
Cheese. 


UTILITIES — Utilities securities 
have been helped marketwise recent- 
ly by hopes that dissension in the 
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Democratic party may postpone or 
soften projected legislation unfay. 
orable to the industry, as well as by 
a growing realization that profits are 
expanding gradually in spite of polit- 
ical handicaps. Electric power out- 
put has begun to increase again with 
plants reopening following the sub- 
sidence of labor trouble, and is cur. 
rently running more than 13% 
ahead of last year. 


Conclusion 


While the spread over last year in 
business volume and profits has been 
narrowing steadily this year, and 
though prospects point to some fur- 

ther recession in the 





a gallon. Owing, how- 


near future, owing to 





ever, to higher mate- 
rial and labor costs, 
earnings for the in- 
dustry during the sec- 
ond quarter will 
probably. show only 
half the increase over 
the corresponding 
1936 period that was 
reported for the first 
quarter. Most star- 
tling gains for the 
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THE TREND OF COMMODITY PRICES 
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slackening textile out- 
put and early closings 
of automotive plants 
for vacations and re- 
tooling; there are co- 
gent reasons for ex- 
pecting greater pros- 
perity during the 
fourth quarter, bar- 
ring an outbreak of 
hostilities in Europe. 
This prediction is 
based largely upon 
expanding payrolls, 
increased farm iD- 
come, and larger div- 
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where profits early in 
1936 were held down 
by an adverse gaso- 
Jine price ‘situation. 
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idend disbursements: 
the bright _ political 
and financial outlook 
at home; and a con- 
spicuous revival re- 
cently in the capital 
goods field. 
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204.6 113.4 
68.6 39.9 
143.5 116.8 
24.9 17.7 
156.8 104.3 
23.8 12.6 
500.9 318.6 
262.0 202.8 
287.4 216.2 
237.1 187.5 
73.8 42.8 
166.4 87.9 
47.8 39.3 
41.8 23.3 
100.1 72.8 
441.1 227.2 
70.1 60.9 
56.6 41.4 
103.2 65.7 
1296.9 1116.0 
51.0 36.6 
341.6 265.2 
189.5 134.7 
107.4 61.3 
83.9 59.4 
232.5 159.5 
23.4 6.0 
142.8 97.2 
96.6 67.2 
35.4 26.7 
100.4 52.5 
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27.1 13.4 
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Amusements. . 


Automobile Accessories... 


Automobiles 


Aviation (1927 Cl.—100). 
Baking ( tg Cl.- 
Bots. & Cks. ('32 cl. — 100) 
Business Machines 
Sere 
Chemicals....... 
Construction... .. . 
Copper & Brass... . . 
Dairy Products... .. 
Department Stores 
Drugs & Toilet Articles... . 
Finance Companies 

Food Brands....... 


Food Stores. 
Furniture... .. 


Gold & Phen Mining ; 
investment Trusts. . . 
Liquor (1932 Cl.— 
Machinery... .... 
Mail Order....... 
Meat Packing... . 
Metal Mining & Smelting. . 
__. SSA ee 
Petroleum & Natural Gas... 
Public Utilities........... 
Radio (1927 Cl.—100).... 
Railroad Equipment 
Railroads.......... 
Realty........ bere 
Shipbuilding... . . 
Steel & Iron... .. 


DAILY INDEXES OF SECURITIES 





N.Y. 


Times 


Monday, July12...... 84.59 
Tuesday, July 13...... 84.51 
Wednesday, July 14.... 84.30 
Thursday, July 15...... 84.36 
Friday, July 16...... . 84.34 
Saturday, July 17.... 84.41 
Monday, July 19...... 84.45 
Tuesday, July 90....... 84.60 
Wednesday, July 21.... 84.61 
Thursday, July 22...... 84.77 
Friday, July 23........ 84.73 
Saturday, July 24...... 84.74 





STOCK MARKET VOLUME 


Dow-Jones-Avgs. —— 
40 Bonds 30 Indus. 20 Rails 








Week Ended * 24 Week Ended July 17 Week Ended July 3 
5,500, 20 15 


Total vive 
Year to July 24 


245,495,252 











Bureau, '23-25-100. 
§—Week ended July 20. Ap.—April. 
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Note: Latest figures compiled as of July 26. (b)—1,000 Gross tons. 
(e}—Estimated. (f)—Dun & Bradstreet. 
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TRADE June May 
ous Store Sales '23-25— 
_ ssa 93 93 
Mail Order Sales* . $86,157 $89,075 
Merchandise Imports* . .. 285,038My287,204Ap 191,676 
Merchandise Expot*. . 288 924 Ay269 171Ap 200 760 
Business Failures (F) 670 834 
EMPLOYMENT May April 
Td, ee 102.2 102.1 
Durable Goods Industries (G). 99.8 93.6 
¢ Goods (G)...... 104.7 105.9 
Factory Payrolls (G)........ 105.1 104.9 
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Latest Previous 
MONEY RATES Week ee 
Time Money (90-day) 114% 114% 
Prime Commercial Paper. . 1% 1% 
Call Money......... a 1% 1% 
Re-Discount Rate. . 114% 1%% 
CREDIT 
Bank Clearings, N. Y.7 $3,355 $3,554 
Bank Clearings 
(outside N. Y.)T..... 2,356 2,262 
Brokers’ Loans, F. R.t.. 1,142 1,147 
July 1 June 1 
Brokers’ Loans N. Y. S. E.7. $1,186 $1,152 
New Corporate Financing + 309Je 
Latest Previous 
COMMODITY PRICES Week ee 
Finished Steel* ¢ per Ib 2.605 2.605 
Pig lron* $ perton......... 23.25 23.25 
Steel Scrap* $ per ton oso |6«©=6 OF? 18.50 
Copper, $ per Ib... oe .14 .14 
Lead, $ per lb. N. Y.... 06 .06 
Zinc, $ per lb. N. Y. . .0735 .0735 
Tin, $ per Ib. N. Y.. ; 60% 60 
Rubber, $ per Ib.. srg -189 -18%, 
Crude Oil (Mid- Cont. ), $1 per 
ee .27 1.27 
Sugar, raw, $ per “a Bone vw : .035 .035 
Silk, raw, $ per Ib... . ‘ 2.03 2.02 
Wool, raw, $ perl>........ 1.01 1.01 
Wheat, Sept., $ per bu..... 1.185 1.28 
Cotton, Oct., $ perlb....... -1122 -1202 
Corn, Sept., $ per bu ‘ 1.00 1.1214 
KEY INDUSTRIES June May 
Steel Ingot Prod. (b) (tons).. . 4,183 5,153 
U. S. Steel Corp. Shipments 
PTT 1,269 1,304 
Pig Iron Production (6) (tons). 3,107 3,537 
Operating Rate, % Capacity . 82.0§ 83.0 
Auto Production........... 497,298 516,899 
Bldg. Contract Awards (d)*.. $318,137 $244,112 
Residential Bldg. (d)*....... 93,123 83,937 
Engineering Contracts*...... 274,399 235,012 
Cotton Consumption (bales)*. 681 669 
Mach. Tool Orders, '26— 
100%... : 191.8 203.5 
Latest Previous 
Week Week 
Oil Prod., daily aver. (bbis.)*. 3,557 3,520 
Stocks of Gasoline* (bbls.) 72,546 73,976 
Elec. Pwr. Output (kwh)?. . 2,298 2,096 
Capital Goods Activity (c). 97.7 94.4 
Latest Previous 
TRANSPORTATION Week ee 
Carloadings*........ 770 682 
Miscellaneous Freight* 310 270 
Merchan<ise, L.C.L.* 163 140 























The Personal Service Department of Tue Macazine or WALL Street will 

answer by mail or telegram, a reasonable number of inquiries on any listed securities 

in which you may be interested, or on the standing and reliability of your broker. 

This service in conjunction with your subscription should represent thousands of 

dollars in value to you. It is subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities. 

3. No inquiry will be answered which does not enclose stamped, self-addressed 
envelope. 

4. If not now a paid subscriber, use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Standard Oil Co. (New Jersey) retirement of subsidiary capital 
stock, reduction of funded indebted- 
For some time I have thought of pur- ness and refinancing, the company 
chasing Standard Oil of New Jersey for in- has effected substantial savings At 
vestment. It looks particularly attractive in zz = meek ieg ee a 
view of its strides in simplifying its capital the end of 1936 consolidated funded 
structure, yet I am puzzled as to the extent indebtedness amounted to $84,573,- 
this is anticipated in current prices. Your 564 while capital stock ($25 par) 
ces “9 be appreciated —¥. P.. Washing- was. listed at $655,619,175. The com- 
jake pany does not issue interim reports 
The capital stock of Standard Oil © earnings but in June the retiring 
president stated that business was 


Co. (New Jersey) has some of the : , 
running at a slightly better rate than 


attributes of an investment because! , < 
of the company’s financial standing, ™ 1936. We are of the opinion that 
capital set-up, trade leadership. this equity is entitled to inclusion in 
earnings and dividend record. The portfolios of a  semi-investment 
use of petroleum products is growing ature and that acquisition of shares 
—based on industrial demand, home _2t these levels gives promise of prov- 
consumption for heating and other ing a worthwhile commitment. 
purposes, and increased motoring re- 
sulting from higher purchasing Celanese Corp. of America 
power and the shorter work-week. 
The production of crude oil is regu- 

: x sie : : Corp. in your April 24th issue, I purchased 
lated by pro-ration and inter-state 100 shares of this stock and now have a 
compacts. In foreign fields, produc- five-point profit. I note that second quarter 
tion appears to be well in line with — earnings are slightly under the first quar- 
consumption. The art of refining — ters and I would like to know if this is only 


a temporary situation—R. H. P., Greens- 
boro, N. C. 





Since reading the analysis of Celanese 


has made tremendous advances over 
a period of years thus lowering costs 
and offsetting increased gasoline Departing from its custom of re- 
taxes. Standard of New Jersey has 


porting annual results only, Celaneg 
Corp. of America recently ap. 
nounced that reports are to be made 
available each quarter. The official 
report for the period ended June 34 
has not been released but unofficia] 
estimates place earnings at slighth 
over $2 a common share for the 
first six months against the official 
estimate of $1.10 a share in the first 
quarter. After allowing for divi- 
dends on the 7% prior preferred 
shares and giving effect to the par. 
ticipating feature of the first pre. 
ferred stock, earnings available for 
the 1,000,000 shares of common 
stock in 1936 were equal to $2.25 per 
share against $1.99 per share earned 
in 1935. At the end of the year, the 
financial position of the company 
was comfortable, with cash alone in 
the amount of $9,376,629 well in ex- 
cess of current liabilities amounting 
to $3,413,359. A block of 50,000 
shares of the prior preferred stock 
was sold in the latter part of 1936. 
As you may know, the company 
manufactures rayon thread and yarn 
from such raw materials as cotton 
linters, acetic acid, acetone and 
other materials. The woven fabrics 
are used for dresses, draperies, linings 
and other purposes while knitted 
goods and hosiery are also made 
from Celanese. In addition the 
company owns a controlling interest 
in Celluloid Corp., pioneer in the 
plastics field. Although the textile 
industry is one of the most competi 
tive, the outlook for manufacturers 
of artificial fibres is relatively more 
satisfactory because of the growing 
proportion of rayons used. More- 
over, “Celanese” is a quality rayon 
(Please turn to page 495) 





the facilities including crude oil and 
natural gas reserves, tanker fleets, 
pipe lines, refineries and markets to 


When Quick Service Is Required, Send Us a Telegram 


benefit fully from the long term fav- Prepaid and Instruct Us to Answer Collect. 


orable trend in the industry. As to 
_ progress in corporate simplification, 
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ACCURATE Market Advice 














OUR FORECASTS 
OF THE MARKET 
EARLY IN JUNE— 


June 8 


“It might be said, however. 
that stocks give evidence of 
a stronger technical position 
than at any time within the 
past three months, and main- 
tenance of positions in care- 
fully selected issues appears 
to be fully warranted at this 
time, in anticipation § of 
worthwhile price recovery in 
the not distant future.” 


June 15 


“Since the trend of stock 
prices has run counter to 
the trend of business activity 
and of corporate profits for 
the past three months or 
more, the next recovery 
phase might be one of un- 
usual vigor.” 


The 13 


We quote below the conclu- 
sions from our bulletins of: 


The low of the market was 
made on June 14th. Since 
then, a vigorous advance has 
occurred. 
recommended by us, how- 
ever, have appreciated ap- 
proximately 20% faster than 
the general market. 


stocks 





eee 


in a Critieal Situation — 


seins will undoubtedly recall that early in June the market was in a downward 
spiral. Uncertainty predominated. 


Many investors and traders feared that the recovery cycle had ended. Not 
only did they fail to take advantage of the bargain prices that prevailed but 
they sold securities at sacrifice levels . . . accepting losses or at best mini- 
mizing profits. 


FORECAST subscribers, however, were counseled accurately and had the reassur- 
ance that our conclusions were based on a thorough study of fundamentals. 
They were advised to hold sound securities . . . to add to their position from 
among the 13 stocks definitely recommended as potential leaders of the 
imminent market advance. These 13 stocks have appreciated about 20% 
faster than the general market. 


Aside from profits . . . the protection and growth of capital . . . you can 
appreciate the peace of mind provided by counsel of this nature. It is the 
type of service that you should have under present conditions with changing 
trends and unprecedented situations. As a Forecast subscriber, you will 
be advised what and when to buy and when to sell. You will be counseled in 
contracting or expanding your position as we anticipate pronounced market 
weakness or strength. You will have at your disposal a dependable source of 
security counsel which provides a market and investment program adapted to 
your individual needs and objectives. 


Over the coming months, we look for a continued selective recovery, inter- 
rupted by technical recessions. The greatest appreciation, naturally, will be 
shown in those securities which are not hampered by rising costs . . . by labor, 
legislative and tax uncertainties. 


The profits through our current recommendations should be substantially in 
excess of our subscription fee by Labor Day . . . when your enrollment will 
officially start. To participate in the exceptional profit possibilities of these 
stocks at this time, when new upmoves are getting under way, and to rotate 
your capital scientifically, we suggest that you mail the coupon below with 











Service 


Labor Day! 


Your subscription 
will start at once 
but date from 
September 6 


your remittance . . . today. 





FREE 


to 





90 BROAD STREET 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast with ser- 
vice starting at once but dating from Labor 
will receive the complete service by mail. 


Send 


Code after our Code Book has had time to reach you. 
B TRADING Active common stocks for near-term profit. Three or four wires a month. 
ADVICES Three to five stocks carried at a time. $1,500 capital sufficient te buy 10 
shares of all recommendations on over 60% margin. 
UNUSUAL Low-priced common stocks for market appreciation. Two or three wires a 
OPPORTUNITIES month. Three to five stocks carried at a time. $750 capital sufficient to buy 
10 shares of all recommendations on over 60% margin. 
BARGAIN Dividend-paying common stocks for profit and income. One or two wires a 
INDICATOR month, Three to five stocks carried at a time. $1,500 sufficient to buy 10 
shares of all recommendations on over 60% margin. 
MAME nc ccc sccccsccsecsescceseccaccccsseccentMeanam GOR EQUITY AVAIARER. .....cccccscses 
P  PPUUETECTICTTET CT TT Te TTL ee ee er 
CR oe his inalh da Gide eae eas AN REGRESS SEMA 641k Ve eehwseeeeeteawenesied July 31 


Include a Complete List of Your Present Holdings for Our Analysis and Recommendations 


INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street 


CABLE ADDRESS: TICKERPUB 


THE 


NEW YORK, N. Y. 


Day. I understand that regardless of the telegrams I select, I 
($125 will cover an entire year’s subscription.) 


me collect telegrams on all recommendations checked below. (Wires will be sent you in our Private 
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STOCKS—BONDS 
COMMODITIES 


Folder ‘‘M’’ explaining margin require- 
ments, commission charges aud trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Co. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 

New York Cocoa Exchange 
BOwling Green 9-2380 


60 Beaver St. New York 














Tialks 


A LOW-PRICED 
BARGAIN STOCK 


Careful investigation indicates that some 
stocks will later sell at substantially 
higher prices. Some of the biggest profits, 
however, will be made by those investors 
who pick up lower-priced issues which are 
really undervalued and not merely cheap. 


But such issues are hard to find. We 
have located one which appears especially 
attractive. The company has greatly im- 
proved prospects. Business is expanding; 
earnings should do likewise. The technical 
position is strong and the stock points 
higher. Sitill it now sells for around $15 
a share. It is not a “cat or dog’’—it is 
listed on the New York Stoek Exchange. 


The name of this stock will be sent to 
you absolutely free. Also an interesting 
booklet. “MAKING MONEY IN STOCKS.” 


No charge—no obligation. Just address: 


INVESTORS RESEARCH BUREAU, INC. 
Div. 647, Chimes Bldg., Syracuse, N. Y. 











20 Public 
Utility Stocks 


List on Request 
Odd Lots — Full Lots 


Dunscombe & Co. 


Members New York Stock Exchange 
60 Broad Street New York 














52 Broadway 


OPENING AN ACCOUNT} 


Many helpful hints on trading procedure and 


methods in our booklet. Copy free on request. 


Ask for booklet MG6 
Ar~ listed securities beeht and sold 


CGisvoim & (HapmaNn 


Established 1 v7 
Members New York Stock Exchange 
New York 








HOW TO TRADE 


GRAIN 


Free book and sample advices on re- 
quest. Our service tells what markets 
should do, not what they have done. 


POWARD’S GRAIN SERVICE, Dept. 4w 
327 S. La Salle St., Chicago, Illinois 








CONTINENTALCANCOMPANY Inc. 
A regular quarterly dividend 

of seventy-five cents (75¢) per 

share on the common stock of 

this Company has been declared 

Payable August 14, 1937, to 
stockholders of record at the 

@ose of business July 24, 1937. Books will 


metclose. 5 8 JEFFRESS, JR. Treasurer. 
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Rails 
1935 1936 1937 
A a pee ne 
A High Low High Low High Low 
MEL CoGebioky eek soa seas als 60 35% 8814 59 945, 691% 
yr ny ES Se re 37% 1914 49 215 551% 44%, 
B 
S| ea 8 Th 261% 15% 401/ 2052 
Bangor & Aroostook................. 4914 3614 4914 39 45 3814 
Cc 
Conodian Pacific..................20 13% 8%, 16 10% 17% 11% 
Chesapeake & Ohio.. eee) 17%, 51 bay 50%; 
ye Gt. Western Pfd.. 5%, 1% 14% 4 18% 8%, 
C. M, & St. Paul & Pacific............. % 2% if 3% 1% 
C. M. & St. Paul & Pacific Pfd.......... 45, % 5% 2% 1% 3% 
Chicago & North Western............- 5¥8 194 4% 2% 6%, 3 
Chicago, Rock Is. & Pacific. . 2% A 3 1% 3% 2 
D 
Del. OT ES eee 231% 54%, 36% 58% 33 
Del. , Lack. & West. Sere asa eek s 1914 11 23% 1444 24% 13% 
E 
8 ee pe bee 14 7% 181, 11 23% 13% 
Great Northern Pfd...............04. 3514 9% 467, 3214 56%, 4054 
I 
ee eee ar res 22%, 91% 29% 1854 38 21 
Kansas City Southern................. 14% 3% 26 13 29 15 
L 
STD Saigo eas nab +4504 % +0 111% 5 22 84 3%, 1% 
Loulville & Nadiville......2.2020222 64, 34 102% 57% 99 82h 
M 
Mo., Kansas & Texas............... 63 2V 9% 5% 93, 51 
Mo., Kansas & nes wa., PRs sissGeucs 16% 54 33% 141, 34% 21 ” 
Missouri Pacific. . Se ee 3 1 4 2% 6% 3 
N 
New "< Central. . . aia : 295, 124, 4952 273%, 55% 3414 
» Bn ys & St. Louis. ane hab on ee 6 531% 17% 72 41 
N.Y YA eee 814 25 6% 3 9%, 3% 
Norfolk & Westen fieihaesase Geseten 218 158 310% 210 2 23634 
Northern Pacific........... .. 25% 131% 36% 23% 36% 25% 
P 
Go, EE PEL eT 32% 17% 45 28%, 50% 34% 
R 
BEE Cech Ghakesceensbosec cs bans> 3% 297% 50%, 35% 47 32 
s 
St. Louis-San Fran I, 35 1h 4%, 23 
Southern Pacific. . 2514 123, 47% 2314 65 4034 
Southern Railway. 16% 514 2614 1234 433% 24 
SEIT Ss ceccaGesnssscvevence 11114 B24 1493%, 10844 148%, 122 
Ww 
Western Maryland................... 1014 514 1214 EV? 113 7 
eS. | a ee 3% 1% 4 1% 4% a 
— e 
Industrials and Miscellaneous 
1935 1936 1937 
A ‘Hish Low Hish Low Hish Low 
Adams-Millis........ sie es 374%, 28 35%, 17% 285% 22/0 
Snare ea ee 861 58 801, 64%, 
OS Soe oe 20%, 134%, 17% #13 153% 11 
osu as Se ocieee se 32 21 403, 26% 45% 301% 
Allied Chemical & Dye.............. 173 125 5 7 258) 215 
eM NS i a bea Stace 9 3% 201, 65/4 21% 15 
Allis Chalmers Mfg.............. .. 33% 12 81 353 831% 57 
Alpha Portland Cement............... 223/, 14 34/4 19%, 393%, 23 
Amerada. . Ree 48% 125% 75 11444 80 
Amer. Agric. Chemical (Del. ). Pe A 573% 411 89 49 1011 83 
American Bank Note................. AT¥g 1314 551 36 41 % 201/ 
Amer. Brake hey . ERS ay 21 10% 40 803, 57% 
MEI 6 Wd xe kins ve 0:0 Nie a 0% 149%, 110 137% 110 121 90% 
OR Re eee 33% 10 6014 30 71 6 
American & Foreign Power............ 9% 2 9%, 6% 13%, 6% 
Amer. Power & Light................ 9% 11, 143 114 161% 7 
Amer. Radiator &S.S$................ 25% 1014 273 1834, pa) 18%, 
ee OS eee 3234 15% 37 23%, 45% 315% 
Amer. Smelting & Refining............ 645 31% 103 56%, 10534 19% 
Amer. _— SRE eee 2514, 12 64 rty4 73% 48% 
Amer, S Tet — 10% 501 6352 481, 56% 37 
Amer. Ti . Tel. 16014 98%, 1901 14914 187 159% 
Amer. Tob. B............ 107 7434 104 88} 99 73% 
Amer. Water B orks & Elec 223/, 1% 273/, 191 29% 15% 
Amer. Woolen Pfd....... 683/, 3512 103, 52%, 79 54) 
Anaconda Copper ne. 30 8 53% 28 69) 47 
Armour Co. of Ill... 6% 3% Ty. 4/, 13% 7 
Atlantic Refining. . 28 2014 3514 2652 37 27% 
OO ae 4 15 544%, 26% 36% 13 
Aviation Corp. Del............ ; 5% 2%, Th, ae 9% 5 
B 
Stfnte peat ae eee > 68 1} 1134 2? 11% 43, 
inves Ss as Np ecka soe Da a's . 22 11% 38) 43 27%, 
ney Ne iad bake eau eens 14%, 54% 28% 14% 35% ea 
Beatrice Creamery................... 20%, 14 2834 28%, 214 





New Work Stock Exchange 


Last Div’ 

Sale Po 
7/22/37 Share 
84%, 2. 
3% 

291% a. 
424% 2.50 

ee 

53 *2.80 

113% oan 

2% 

43, 

31% 

2% 

9 

161%, 

161 

51%, 
25 

1814 

2 yee 
891, 15.00 

1%, 

25% 
3% 
42 
4 j 
4%, e 
240 10.00 
30% vi 
393% 1.50 
34%, 2.00 

3 

49%, 
341% 
131 6.00 

By, 

2% 

Last Div'd 

ale $Per 
7/22/37 Share 
245, 2.00 
74%, *1.00 
11% *,60 
34% =‘{.80 
35 6.00 
19 *,20 
683, 11.00 
261 1.00 
95 2.00 
95 $2.50 
275 5.50 
66 $1.25 
107% *4.00 
i $.25 
10% ... 
21 .60 
36% {1.10 
- $2.25 
58% {1.00 
46 2.00 
171 9.00 
78) 5.00 
19% 1.60 
71 $2.00 
567% 1.75 
12 }.55 
30%, 1.00 
18% wee 

6% 

5%, ats 
321 $.25 
271 1.00 
274% *1.00 
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eva 1935 1936 1937 Last Div'd 
Shas, ; — ~ 2 a Sale $Per 
t2.00 B High Low High Low High Low 7/22/37 Share 
; P eesee emake css) ae 72 112 85 114% 105 113% *4.00 
a ae eR 24% 11% 32% 21% 30% 18% 20% 1.50 
RI oo cais Cao saa tsaite 57e 34 72 48 62 471 57 *2.50 
43 MINN 62 2S vices aaiee 3 os 52 215, %17%4 4534 105% 73 92%, 11.00 
2.50 moeing Airplane 221 6% 373 16 49 271 331 oe 
; can ckscins ove 27%, «21 32 25 28 21 2 1.60 
RR ee et 38 444%, 2.00 
“a Scoot a eee 171 8} 187 12% 23%, 15 18 t.40 
*2.80 BIE oo 2 isin 501000 Fe Aad Soames 55 24) 64 43 A 59% 39%, 427% 11.50 
: ooklyn-Manhattan Transit............ ls 36) 58% 40%, 53 181 23 $2.50 
at NE ein ceulcsecseyeeyes Bi 4%, 21% 8 25% 143% 171 
TE Oem tae 9%, 3%, = 18% 91 43, 7 10% 
ph Ce.(A.M)..... 20% 11% 29% 6h 33% 171% 22% 
Cc 
“NO AR eee 6, 24% 161 ry 201 12 ' 145% 4.75 
faeet ‘dy ot DR cane 17% 8, 30%, 10% 4 2342 26% Sa 
_111%, 453%, 186 92/2 181 138° = 180 
364% 91 _ 1 85 974%, 2.00 
191 321%, 2134 41% 265% 37% 11.50 
38% 7 AT}, 86%, 75 
3 1 59 3 67 
31 138%, 8514 13514 113%, 3.50 
51% af Ase 8 138 ta asiie *a00 
jan Carbon......... eae any eae 67 136 4 5% a 
omy ary — Soe arhp geenee 332 5%, 14 20 10 13% $20 
Commercial Credit... ... Rae eeoee 391 847, 44 69, 62 4. 
Comm. Inv. Trust............ > +44 915%, 55 80%, 63%, 6614 4.25 
ae Solvents seo ees Ee m 24% = = 3 % 60 
th t = er la, rere 
i 483 271 49 311 391% 11.00 
eee A a 
SE ae ee i 23% 22 26%, 15% 37 205 31% 1.20 
= bis Continental Baking, A............ .. 1% 41 3534 1034 37%, 1814 241 Sais 
5.00 SS ESE re. 6235/4, 87, 63%, 691g 50 58 3.00 
i eee 151, 44 28% 49 39%, 48% 11.25 
Com Products Refining............... 78% 60 8214 63 i, 71%, 54% 62'/ 3.00 
SN aS ca so aoe 7 5014 24 se? 50 13 SS 
OS Ee ee 48/4 2314 9114 439g 100% 68 83 2.00 
MRR et i oonccns 4s 2 9%, 4 5 Cs 
ee 0. 6% 21%, 101 23% 16% _ 19%, Ee 
Cutler-Hammer.......... : ae 16 83% 43%, 9042 1312 77 $1.00 
D 
- Cee 583%, 223%, 108%, 52 141% 104% 141% 
0 Dials lt Seagrams..... tee 38/4 135% 3458 18%, 29 a 23 sail 
- Mie ......:,..20..+... " 4ahh 34 OBI A11e 51s 3BYfe 401 *2.00 
a; Douglas Aircraft..................... 589% 17 821, 50% 11%, 47%, 57%, Te 
Du Pont de Nemours.... . gi . 14612 86% 843%, 133 180g 148% 161% {2.75 
50 E 
astman Kodak....... ie 17214, 110% 185 156 1813, 151 180 8.00 
on a SY ATy_ 30%, 45% «34%, 39% = 11.40 
,00 Elec. Power & Light........ Th 1g 25 te 6% 26% 14% 211% Sara 
F 
Fairbanks, Morse................ . 39% 17 113%, 34%, 1% 49% 56%,  *1.00 
Firestone Tire & Rubber...... a 131/ 36% 244 41% 31 33 $1.50 
First National Stores sccce WO 443, 58%, 40 5214 39% 40 2.50 
Sole WhEIGS..c...cc......cs000.0. 20 94, 453%, 24% s4/ 37%e 43% ~—Oi*. 
Freeport Sulphur........ cecccs Qe 1744 35% 231% 32%, 24, 304% {1.00 
00 G 
General Amer. Transpt. ... . . ; 481 325g 16 42%, 8614 621% 68 11.50 
General Baking...................... 133% T¥, 20 103, 19%; 103, 121% -60 
General Electric.......... eoree 201% 55 3414 64 iy, 493g 58 t.80 
DEE RONS. 5c ccscccscccesscses Se 30 44 33% 44, 36 381-4 2.00 
General Mills............. Ee 597% 101% 58 65% 60 624g 3.00 
General Motors.......... rer 265% 77 53% 701 481, 56%, 11.25 
sey 2 meat Signal..... 41% “2 ay aah = —_ <a 1.00 
ied Rebeciomer” piss Pe wee 3338 16% 71. (33% 10%, 55 59 t1.00 
v'd CERISE) Sa ee 49%. 23% 55% 391 51% 40%  45%4 *2.00 
Per Goodrich Co. (B. F.)....... tiskess: a 1% 3542 13% 50% 31 38 t.50 
ane Goodyear Tire & Rubber. . net 26%, 153%, 31% 21% 473% 27% 41% $1.00 
00 ; H 
0 Hecker Products......... : oo 1434 27% 125/g 15% 111% 12 *.60 
50 Hercules Powder. ........ ee 71 150 B4 185 144%, 1551 6.25 
30 f «Houston Oil............ eee ee: 11 13% 6% 17% wa 15%, 
° Hudson Motor Car........ ; . 17% 64 225/g 1344 23%4 13% 16 
1 
: Industrial Rayon........ 6% 2312 4% We 47% 33 37% 2.00 
0 Inspiration Copper...... . : 83 2 24, 61% 3314 1734 25 sae 
0 Interborough Rapid Transit... . ... 23% 8%, 184, 10, 13% 542 Big ae 
0 Inter, Business Machines.............. 190% 14914 194 160 189 146% 161 *6.00 
5 inter. Harvester... ; canes 655 34%, 105% 56% 115%, 99% 115 2.50 
0 Inter, Nickel... . AT, 22%, 66% 4314 73% Sfp 64% 11.00 
: Inte, Tel, & Tei... 14 3% «(194 «(11 15%e Ks 
J 
i Johns-Manville......... ciecceees 99% 38% 152 88 155 120 123% 7.00 
K 
4 Kennecott Copper. ...... Lecssese 30% 13%, 63% 28% 69% 51 59%, {2.00 
) 
L 
) MN 8 so on cess ” 282 213% 26%, 15% 24 18% 201% 2.00 
) Lehman Corp....................... 95% 67% 123% 89 43% 36 42 *1,00 
{ Libbey-Owen-Ford............. "" 49%, Wy 80%, 47% 179 58% 67% 13.00 
Liggett & Myers Tob.,B......... 122 93%, 116% 97% 114 9414 100%,  *4.00 
_ Sete - 55Yp 31% 67 43 84! 64 8114 *2.00 
Lone Star Cement.............. . 36 yA 22%, 61 4 15% 50%, 55% 3.00 
eae eee 26 18% 26 211 28 20 21% 1.20 
Mack Truck........ opt ha 30%, 18% 4914 273%, 621%, 40% 47% 1.00 
Macy (RH).................-... SI 30% 6514s AOfe581K 48% *2.00 
MN FIR So Boy cc ow niece’ 14%, 6%, 25% 16 30% 18% 26 ce 
OU Ete Aegina as thee ae 74 431 56 *1.00 
Mathieson Alkali.................. | 33% 233 ah 27% 41 32 37 1.50 
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(Continued from page 490) 


and therefore escapes much of the 
volume competition. A_ policy of 
expansion has been pursued over a 
period of years and the management 
has recently purchased another plant 
site. The company has paid $1.50 in 
dividends on the common so far this 
year against a total of $1.50 paid in 
1936. We are favorably impressed 
with the longer term possibilities 
and advise retention of holdings. 





Gimbel Brothers, Inc. 


In line with the excellent improvement in 
the earnings of Gimbel Brothers, and the 
dearing up of arrearages on the old pre- 
ferred stock, I am surprised this issue doesn’t 
sell higher. Do you recommend holding it? 
Is there a possibility of dividends soon?— 
G. 4. J. New York, N. Y. 


Gimbel Brothers, Inc., increased 
its earnings from $1,017,333 or 14 
vents per common share, after pre- 
ferred requirements, in the fiscal year 











ended January 31, 1936, to $3,226,- 
132 or $2.28 a share in the fiscal year 
ended January 31, 1937. The in- 
creased sales brought also an expan- 
sion in customers’ notes and ac- 
counts receivable, a larger inventory 
and diminished cash resources. At 
the end of the recent fiscal year, cur- 
rent assets amounted to $29,380,402. 
including cash in the amount of 
$2,022,683 against current liabilities 
of $7,179,539. Among the extraor- 
dinary expenses incurred was a 
loss of $363,257 arising from the 
Pittsburgh flood. Cash was _ re- 
quired in connection with the re- 
funding of the mortgage debt of the 
company at lower rates of interest 
and also for air conditioning and 
modernization of several of the 
stores. Since the end of the fiscal 
year the company has acquired a 
warehouse in Long Island City in- 
volving approximately $585,000. in 
rash in addition to a mortgage. 
Commenting on these requirements. 
the President of the company ex- 
plained that it had been necessary to 
retain the balance of the net profit in 
1986 in order to provide working 
capital which the company needed. 
The company presumably is not in 
4 position to resume regular divi- 
dends on the common in the near 
future. A further expansion of sales 
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volume is expected this year in the 
department stores operated by the 
company in New York, Philadelphia, 
Pittsburgh and Milwaukee. Given 
a reasonable increase in sales the 
company should be able to sustain 
earnings at a figure equal to or in 
excess of last year’s after reckoning 
on increased merchandising, operat- 
ing and labor costs. In the first two 
months of the fiscal year business 
was reported about 2214% better. 
Estimates for the first six months 
place sales volume well ahead of 
the showing in such period for 1936. 
There are definite indications that 
the management has become more 
alert and is in a position to benefit 
from the expansion in purchasing 
power now in evidence. We do not 
believe it would be to your advan- 
tage to relinquish vour holdings at 
this time. 





Electric Storage Battery Co. 


I have 100 shares of Electric Storage Bat- 
tery purchased last year at around 49. | 
am told now that rising material and labor 
cests may restrict future earnings, so please 
advise me if I should continue to hold. Also 
if you consider the dividends assured —D. C 
{thol, Mass 


Increased labor and material costs 
unquestionably do constitute a 
threat to profit margins of Electric 
Storage Battery Co., but barring 
further adverse developments in the 
labor situation, the company should 
be able to report for 1937 earnings 
approximately those of last year. In 
that year earnings equalled $2.86 a 
share on the 907,810 shares of com- 
mon stock outstanding, against $2.48 
in 1935 and $2.21 in 1934. Despite 
keen competition in the trade, the 
company has maintained its leader- 
ship in the development and sale of 





storage batteries. As an offset to the 
low profit margins obtaining on auto- 
mobile batteries, the company’s busi- 
ness in general line industrial batter- 
ies is understood to be registering 
considerable improvement over a 
year ago. Long active in develop- 
ment and research work, the com- 
pany has introduced a number of 
specialty batteries widely employed 
in airplanes, public utility plants. 
railroad cars, stationary engines. 
farm lighting and radio. The ad- 
vance of air conditioning has opened 
2. fertile field for battery sales and 
considering the bright future of this 
industry, it may well prove a major 
source of profit to the company. 
The company’s capitalization is 
most conservative, there being only 
1,256 shares of $25 par preferred out- 
standing ahead of the common 
shares. Both of these shares partici- 
pate equally in dividends after 25 
cents has been paid on each issue. 
Quoted around 36, the stock yields a 
liberal dividend return and at the 
same time offers at least moderate 
possibilities of market appreciation. 
In consideration of sales prospects 
and the indicated ample coverage 
afforded the $2 annual rate on the 
stock, we frankly believe that fur- 
ther retention on your part will 
prove to your best interest. 





The National Supply Co. 
of Delaware 


Do you believe the recent improvement in 
National Supply common resulted from in- 
terest aroused by the splitting-up of this 
stock? Is the probability of a payment on 
the preferred arrearages a factor? What do 
you think of the outlook from here?—W.: F. 
F., Bartlesville, Okla. 


We believe that both the split-up 
in the shares of National Supply, 
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and the probability of a program for 
the adjustment or liquidation of the 
dividend arrearages accumulated on 
the preferred stock, are factors con- 
tributing to the strength in the 
shares of this company. We believe 
that, more important still, is the pro- 
nounced earnings improvement be- 
ing recorded and the favorable out- 
look for further gains in earnings in 
the future. Drilling operations on a 
large scale throughout the oil indus- 
try have been reflected in the 
marked gains in the sale of oil well 
supplies and equipment, and Na- 
tional Supply is one of the leading 
manufacturers of such equipment. 
After recording a very substantial 
improvement in 1936, when earnings 
were equal to $6.06 a share on the 
common stock, allowing for regular 
dividend requirements on the pre- 
ferred; the report for the first quar- 
ter of 1937 disclosed a net income 
equal to $6.15 a share (before the 
split-up). This is comparable to the 
53 cents a share earned on that stock 
in the first quarter of 1936. The last 
report established a new high record 
in quarterly earning power and with 
a sustained demand for its products 
—pipes, fittings, and Diesel engines 
—we find every reason to encourage 
optimism in the outlook. 





Loew's, Inc. 


On reports that Loew's, Inc., should earn 
89 for the year ending August 31, do you 
anticipate an upward revision of the regular 
dividend? Should this take place would the 
stock be entitled to a renewed advance? I 
have 100 shares bought at 55-—S. J. B., Los 
ingeles, Calif 


In addition to the regular $2 divi- 
dend, directors of Loew’s, Inc., in 
1936 declared extra payments on the 
common stock totalling $1.50 a 
share. Thus far in 1937 dividend 
declarations have included extras 
totalling $2 a share. Earnings up- 
trend justifies that action on the part 
of the directors, and if the earnings 
improvement is sustained, and it 
appears likely to be, further extra 
dividends, or an elevation of the 
regular rate will undoubtedly be con- 
sidered. While the figure of $9 a 
share as earnings for the fiscal year 
ending August 31, is not yet of 
course confirmed by definite reports, 
the earnings for the first three- 
quarters of that year and the out- 
look for the remaining quarter seem 
to support that estimate. That 
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figure would compare with share 
earnings of $6.73 a share for the fiscal 
year ending August, 1936, and closely 
approach the record of $9.65 a share 
reported from operations in the 1930 
fiscal year. The record of Loew’s, 
placed beside the record of its com- 
petitors during recent years, shows 
that company in a favorable light; 
and in few enterprises are the abili- 
ties of the management so highly im- 
portant and so directly reflected in 
earning power. The achievements 
of this company inspire a good deal 
of optimism in the stockholders; and 
from present quotations, under such 
circumstances, it would not be sur- 
prising to market followers of the 
issue if pronounced strength were to 
be exhibited. We favor retention of 
holdings. 





U. S. Pipe & Foundry Co. 


Because of its severe decline in the past 
few months, and its recent sharp rally, 1 
would be interested in knowing the true in- 
vestment course of my U. S. Pipe and 
Foundry shares. Did it fall too far in the 
decline? Can it quickly return to the high 
levels of earlier this year?—S. K. N.. 
Toledo, O. 


Marketwise the shares of U. 5S. 
Pipe & Foundry are volatile, and 
price changes have been spread over 
a wide range. The recent action is 
understandable, if you will consider 
the causes which resulted in the de- 
cline in stock prices throughout the 
list, particularly the labor difficulties 
and the uncertainties and conse- 
quent fears which were widespread 
at the peak of the strike disturb- 
ances. It was thought that, if the 
worst fears were realized, the earn- 
ings of such an enterprise as U. S. 
Pipe & Foundry Co. would be ad- 
versely affected in a peculiar way, 
since that company depends to such 
an extent upon the activity in the 
building industry. It was argued 
that extreme rise in labor’s wage 
scale would tend very strongly to 
restrict building activity in the 
future, and also to restrict profit 
margins of manufacturing companies 
dependent on the industry, so in a 
dual way would the earnings of this 
company be curtailed. Fortunately, 
it is believed that a happier outcome 
can be hoped for, and with that quite 
general expectation, the stock of this 
company which had been unduly 
depressed, has recovered part of the 
lost ground. Assuming that the 
brighter expectations which are more 


prevalent today will be realized, anq 
we believe there is a fair basis fo, 
that assumption, we should look for 
further recovery marketwise in thes 
shares. Earnings actually recorded, 
and the apparent trend currently, 
would justify recovery, and would 
even justify ultimate quotations for 
the shares at a higher level. The 
exact meaning of the phrase “true 
investment course” which you use jp 
your inquiry is not quite clear to us, 
We must regard the issue as specu- 
lative, to a degree, since we cannot 
clear it of the possibility of adverse 
developments in the future. We 
feel, however, that the position of 
the company in the industry of 
which it is a part, and the outlook 
for that industry, merits a construc. 
tive attitude toward the stock mar. 
ketwise, at existing price levels. 





General Railway Signal Co. 


In view of the fact that the earnings of 
General Railway Signal are showing con- 
siderable improvement it would appear that 
the common stock might show rapid appre- 
ciution on renewed market interest. | 
would, therefore, like to add to my invest- 
ment in this company, but first want your 
advice—E. R. B., Houston, Texas. 


General Railway Signal Co. re- 
ported for 1936 earnings equal to 17 
cents a share on the common stock. 
after 6% preferred dividend require- 
ments, against $1.74 a common share 
in 1935. However, these figures do 
not give a clear picture of the com- 
pany’s business, since the time lag 
between the booking of new orders 
and their reflection in earnings is 
quite considerable. The company 
started 1937 with unfilled orders on 
its books of some 5.9 times those on 
hand a year before. The 1937 
March quarter report of the com- 
pany showing net income of $37,829. 
or 1 cent a share earned on its com- 
mon stock, after preferred require: 
ments, was a considerable improve- 
ment over a net loss of $171,683 for 
the same quarter of 1936, but still 
does not fully indicate the probable 
extent of earnings for the year. Bet- 
ter conditions in the railway indus- 
try and the increasing employment 
of high speed trains are greatly 
stimulating the demand for the 
signaling and automatic speed con- 
trol equipment manufactured by the 
company. The trend toward greater 
speed noted in recent years natur- 
ally increases the danger factor 
which is overcome only through the 
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employment of the most up-to-date 
signal and control devices. It may 
be clearly seen, therefore, that any 
further pick-up in railroad traffic 
and earnings should ultimately find 
reflection in the earning’s picture of 
the subject company. In 1929 on a 
gross operating income of $5,000,000 
the company was able to show earn- 
ings per share on its common stock 
of $8.25 and while that figure may 
not be reached for some little time 
ahead, it is an indication of the com- 
pany’s potential earning power un- 
der favorable conditions. As previ- 
ously stated, the field is one likely to 
expand rapidly upon the attainment 
of more normal purchasing power by 
the railroads, and since this should 
accompany further general business 
recovery the stock should prove a 
most profitable holding if purchased 
around these levels. 





United Aircraft Corp. 


Do you consider United Aircraft a bar- 
yain at current levels? I understand that 
earnings are estimated to be between $1.50 
and $2. On this basis alone it seems to me 
the stock should sell higher. Please 
me—D. L., Louisville. Ky. 


write 


By virtue of the rapid strides be- 
ing made in its development of 
planes and engines for both military 
and commercial purposes, prospects 
for United Aircraft Corp. appear dis- 
tinctly promising. The company 
had unfilled orders on hand at the 
beginning of the current year 
amounting to approximately $21,- 
400,000 and has since received addi- 
tional business in volume. The re- 
port of the company covering the 
quarter ended March 31, 1937, 
showed a profit equal to 27 cents a 
share on the capital stock, against 
only 16 cents a share for the like in- 
terval of 1936. With business 
hooked steadily increasing, estimates 
of between $1.50 and $2 per share 
for the full year do not appear un- 
reasonable. Last year’s earnings 
equalled 76 cents a share and com- 
pared with 21 cents a share in 1935. 
While the stock cannot be regarded 
as cheap in relation to indicated 
present earning power, the company 
enjoys such great potentialities of 
future growth that its shares will 
doubtless continue to command a 
premium over less favored situa- 
tions. Numbered among subsidiary 
companies are such important units 
in the industry as: Pratt & Whitney. 
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Sikorsky, Hamilton Standard Pro- 
peller and Chance-Vought. Pratt & 
Whitney engines are employed ex- 
tensively in the Army and Navy Air 
Corps., as well as in the commercial 
type of plane. It is significant to 
note that the plane now being em- 
ployed by Pan-American Airways on 
its test flights between this country 
and the British Isles is a Sikorsky 
flying boat, powered with four Pratt 
& Whitney Hornet engines, develop- 
ing some 800 HP apiece. It is gen- 
erally conceded that larger planes 
and more powerful motors will have 
to be developed for the Trans-Atlan- 
tic run before this can be placed on 
a profitable commercial basis and 
United may be expected to figure 
largely in such business. The com- 
pany’s finances are in good shape 
and with a simple capital structure. 
consisting entirely of common shares. 
the organization is able to engage 
actively in development work which 
may be expected to _ further 
strengthen its position in the indus- 
try. With the Army and Navy air 
forces in a major expansion program. 
United may look forward to a sub- 
stantial volume of business, while 
foreign sales and commercial require- 
ments probably will continue to 
mount if statistics on air travel mean 
anything. When consideration is 
given to the prospects for future 
business, the shares seem to be en- 
titled to sell above existing levels. 





General Foods Corp. 


For the past two years I have been hold- 
ing General Foods, and while I am quite 
satisfied with the yield, I am disappointed 
that it hasn’t made better market progress. 
Are you advising your readers to continue 


helding this stock?—-A. C. T., St. Louis, Mo. 


Market action of General Foods 
Corp. continues rather colorless pri- 
marily because of the company’s in- 
ability to register any pronounced 
earnings improvement. This situa- 
tion is pretty much characteristic of 
the business, but in the case of the 
subject organization, there is reason 
to believe that longer term poten- 
tialities are such as to justify the ex- 
pectation of at least moderate appre- 
ciation in the market value of the 
stock. Earnings during the worst 
vear of the depression, 1932. 
equalled $1.97 a share and since that 
time there has been a gradual im- 
provement until last year’s figure of 
$2.71 a share was recorded. The re- 
port of the company for the first 


quarter of 1937 showed very little 
improvement over the like interya| 
of 1936, and it seems likely that eayp. 
ings for the full year will approxi. 
mate those of last. Of course, there 
is the factor of increased operating 
costs to be reckoned with, but it may 
be possible to offset these through 
higher volume business. At the end 
of last year, inventories were consid. 
erably larger than a year before, and 
this should enable the company to 
maintain a favorable competitive 
position in the face of generally 
higher costs. Plants and properties 
of the company have been steadily 
improved with a view to increasing 
efficiency and reducing unit costs, 
while a number of manufacturing 
subsidiaries have been absorbed by 
the parent, thereby simplifying the 
corporate structure and allowing 
further economies. In the com. 
pany’s Birds Eye frosted food line. 
there has been remarkable progress 
considering the problem of distribu- 
tion to be overcome, but with only 
a small proportion of the potential 
market yet tapped, this division still 
holds great promise of future growth. 
Of course, the company still depends 
mainly upon its general line of ad- 
vertised products and it is encour- 
aging to note the steady growth in 
volume business being enjoyed. The 
margin of profit obtaining on this 
business probably will remain nar- 
row for some time to come, but 
given further general business re- 
vival, this situation could readily 
change for the better. In the mean- 
time, the investor holding this stock 
enjoys an income return of better 
than 5%, based on the present $2 
annual rate, which is rather difficult 
to duplicate in stocks of this calibre. 
For one desiring income stability 
and some chance of market appre- 
ciation over the longer term, we 
frankly believe that the shares 
should be held. 





What's the Matter with 
These Stocks? 





(Continued from page 483) 


tories, which normally constitute 
some 40 per cent of total assets and 
more than half of current assets. 
To minimize effect of changes in 
prices of raw materials upon earn- 
ings and assets, the company last 
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year adopted the “normal stock” 
stem of carrying inventory, the 
method used by National Lead, 
{merican Can, International Har- 
vester and other prominent corpora- 
tins. This should make for greater 
gability of earnings in the future. 

There is no dynamic growth factor 
in the shoe industry. Dividend yield 
of 5.5 per cent on Endicott Johnson 
common at present price may be re- 
garded as reasonably safe, but not 
subject to near term increase. As an 
income producer the issue is not 
without merit, but we have an idea 
that, taking into account total re- 
tun from dividends and _ probable 
price appreciation, one would do bet- 
ter to be in Youngstown Sheet & 
Tube or Montgomery Ward or Cat- 
apillar Tractor during the remain- 
ing life of the present cycle of eco- 
nomic expansion. 








National Biscuit 


The stock market’s appraisal of 
National Biscuit should remind the 
investor that past records in Amer- 
ican business throw little light on 
the future. This used to be a pop- 
ular stock, selling in the boom above 
equivalent of 94 for present shares— 
which represent a late boom-era split 
of two and one-half shares for one— 
although profits in peak year were 
only $3.41 per share. 

Declining in each depression year, 
the worst twelve months for gen- 
eral business—1932—saw earnings of 
$2.44 for National Biscuit; but when 
leading companies in most industries 
felt the turn in 1933, troubles only 
deepened for this enterprise. Net 
per share receded to $2.11 in 1933, 
then to $1.57 in 1934, and to $1.51 in 
1935, after which came a moderate 
recovery to $1.73 last year. The 
trend this year, however, has been 
unfavorable. First quarter profit 
was 33 cents per share, against 39 
cents a year ago. Second quarter 
result is estimated to be slightly 
under 42 cents earned in the same 
period last year. 

Since the stock reached a high of 
60% in the rather undiscriminating 
market rise of 1933, it has not re- 
motely approached that figure. Best 
1936 price was 3834, reached early in 
the year. This year’s highest quota- 
tion was 333; and present price of 
%3 is only a fraction above year’s 
low and only 3 points above bear 
market low of 1932. Financial posi- 








tion is strong, but current dividend 
yield of about 7 per cent—judged 
according to present prevailing re- 
turn on money—would seem to pre- 
sent a question rather than a prom- 
ise. 

National Biscuit is pinched by 
rising cost of materials and labor and 
difficulty of adjusting its prices ac- 
cordingly. Although by far the larg- 
est in its field, it is subject to in- 
tensive competition both from large 
rivals and a multitude of small 
bakers. 

As is true of most makers of pack- 
aged foods, there is little question 
but that there has been a permanent 
shrinkage in profit margins, as com- 
pared with those prevailing in the 
years just prior to the depression. 

We would advise switching from 
this stock to Burroughs Adding Ma- 
chine, now selling at about 25, yield- 
ing 5.2 per cent return on the basis 
of dividends paid during the past 
twelve months, and favored by pros- 
pect of substantially more expansion 
in volume, earnings and dividends 
over the next several years than can 
reasonably be expected of National 
Biscuit. 








Which Way for Commodity 
Prices? 
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have exceeded level reached 
since the war. 

To discuss the outlook for com- 
modities and ignore the existence of 
any problem in the world’s supply 
of gold, its distribution and our own 
over-supply would be absurd. We 
could be much more positive about 
the trend in commodities, could we 
see a sound working common de- 
nominator for national currencies. 

Laying aside also, for the moment. 
any discussion of the possibility of 
a loss of confidence in the currency 
of this or that nation, if the history 
of the past is to be any guide—and 
it is all the guide we have—large 
increases in the world’s supply of 
gold have invariably paved the way 
for a period of rising prices. At this 
point we must take into considera- 
tion the underlying factor that, up 
to this time, the price level has not 
vet been adjusted to the new sup- 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1937 
Price Range 
—_—_—_——. Recent 

Name and Dividend Hish Low Price 
Alum, Co. of Amer.......... 177% 120 14714 
Amer. Cyanamid B(.60)...... 35% 26% 33% 
Amer. Gas & Elec. (1.40)..... 48% 28% 36 
Amer, Lt. & Tr. (*1.20)....... 26% 17% 19% 
Amer. Superpower........... 3 1% 1% 
Assoc. Gas & Elec. “A”. ... 5% 2% 2% 
Ciles Sante: 25.65 5..5... PH 25% 3% 
Cities Service Pfd............. 60 39 45 
Colum. G. & Ei cv. Pid. (5)... 104% 62 13% 
Colum Oil & Gas........... 10% 5%, 8%, 
Commonwealth Edison (5)..... 139 104 11414 
Consol. Copper.............. 11% 7%, 10% 
Consol. Gas Balt. (3.60)...... 891 64 15% 
Creole Petroleum ({50)..... Ye 2% 31% 
Eagle Picher Lead (1.20)...... 28% 17% 20 
Elec. Bond & Share......... 281%, 13% 19% 
Elec. Bond & Share Pfd. (6) 87%, 66% 75 
Ex-Cell-O A. & T. ({.40)... 275, 183%, 20% 
Ford Mot. of Can. “A” (1) 293%, 21% 24 
Genet THE. 5.060.005 384%. 18% 25% 


Glen Alden Coal ({.161%4).... 15 9 9% 
Gulf Oil of Pa. ($.50)...... 63% 50 59% 
Hudson Bay M. & S. (1.75). 42 
Humble Oil (1.50)...... .: 72 
Imperial Oil (*.50).. ...... 244%, 20 203, 


1 
Price Range 


- Recent 

Name and Dividend High Low Price 
lron Fireman (1.20). 27%, 19%, 22% 
Jones & Laughlin... 126%, 90% 110 

Lake Shore Mines (*4). 59, 464% 50% 
Lockhe d Ajir....... 161% 9% 12% 
Molybdenum........ 11% 8% 10 

National Bellas Hess. . 314 1% 2 

National Sugar Ref. (2) 28 244%, 24% 
New Jersey Zinc (*2). . 94%, 72 78%, 
Newmont Mining ({1.50). 135% 92 1081, 
Niagara Hudson Power. . 16% 9% 13% 
Niles-Bement-Pond (11.00). 56%, 40 541% 
No. Am. Rayon “A"({1.00). 50% 35% 4914 
Pan-Amer. Airways (1) 5% 59 66%, 
Pantepec Oil........ 972 5% 8 

Pennroad Corp. (7.25). 5¥% 3% 3% 
Pepperel Mfg. (*6). . han en 109 1151 
Pitts. Pl. Glass ($2.50). 147% 114% 125% 
Sherwin-Williams (*4). 154%, 118 135 

South Penn Oil (*1.50). . 48 42 46, 
United Gas Corp........ 135 1% 92 
United Lt. & Pw. “A”... 1134 4% 6%, 
United Lt. & Pwr. Pf. "A" 75Y%e 33% $2 


t Paid this year. 
* Annual rate—not including extras. 


t Paid last year. 








_plies of purchasing power arising 
from new supplies of gold and the 
higher price which such gold com- 
mands. Here in our country where 
we are inclined to stress recovery 
and talk about a boom, prices are 
still in the vicinity of the pre-de- 
pression level. Basing an argument 
upon the quantity theory as applied 
to current conditions a marked rise 
in prices would be predictable with- 
out taking into account the further 
additions to gold supply to be an- 
ticipated from stimulated produc- 
tion. We can take into account the 
various measures which have kept 
down velocity of circulation, steri- 
lization of new gold, etc., without 
affecting our long range view. 

We can recall that in the imme- 
diate post-war period there was a 
general demand for the restoration 
of the gold standard; without going 
into the questions of premature ac- 
tion by various countries, it should 
be plain that world trade necessi- 
tates some such similar action now 
to be taken with due regard to cur- 
rent economic and political condi- 
tions. As such action develops, the 
trend of rising prices will be 
welcomed by increased international 
movement in commodities at price 
levels adjusting themselves to the 
broader bases of credit outlined. 

The new high records in consump- 
tion are the straws in the wind, for 
example, our domestic use of cot- 
ton in the face of an unfavorable 
export market. The cotton year 
ending August 1 will disclose a home 
use of more than 7.5 million bales, 
which together with exports will 
form a total of around 13.5 million 
bales. Our scarcity programs have 
worked havoc with our exports and 
built up foreign growths. We are 
sending abroad only some 5 to 6 mil- 
lion bales in a year when the con- 
sumption of foreign growths will run 
to something like 17 million bales. 
Nevertheless, the year just ending 
is likely to be the best year the cot- 
ton states have had since 1929, mean- 
ing greater buying power to make 
up for years when such power has 
been at a minimum, 

We have not attempted to dis- 
cuss specific commodities, being con- 
cerned here to obtain, if possible, 
some longer range outlook, and in 
view of our speed up of production, 
to point to the figures for consump- 
tion and to show that the commodi- 
ties markets mean world markets. 
In this regard it may be taken as 
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supporting our position that the 
combined index of wholesale prices, 
in the money of seven foreign coun- 
tries, which take about 70 per cent 
of all of our agricultural exports, 
rose one point from March to April, 
reaching a high of 88 per cent of 
the 1926 average. This figure is the 
best attained since March, 1930. 

It would be possible to go through 
a long list of the items in world 
trade—commodities—and justify the 
contention that the people of the 
world need and desire more com- 
modities than they consumed in the 
past. In view of such demand, the 
upward trend of which we have writ- 
ten here would appear certain, espe- 
cially as our own indices of com- 
modity prices show that current 
price levels are still around 5 per 
cent below the 1926 figure, which 
was taken as an objective in our 
efforts toward recovery. 





Heavy Machinery Makers 
Compared 
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attractive from an income basis, and 
this issue might also have somewhat 
greater appeal to the more conserva- 
tive stock buyer because of its larger 
backlog of unfilled orders to assure 
capacity operations for a consider- 
able period into the future. Unless, 
the management of Mesta Machine 
elects to expand manufacturing facil- 
ities in order to accommodate large 
present demands, however, it is diffi- 
cult to see how earnings could in- 
crease very much more than in 1936 
when operations were already at or 
very close to capacity of the plants. 
If any such expansion should be of 
sufficient proportions to require new 
financing, it would seem most likely 
to be equity financing and thus 
create at least a potential obstacle 
for a higher market valuation for 
the shares. This consideration is 
mentioned only by way of a full 
discussion of the various limiting 
factors in a market situation of this 
type. There has been no indication 
of any kind that either plant expan- 
sion or new financing in any form 
is contemplated by the management. 

From the standpoint of apprecia- 
tion possibilities from current levels 
United Engineering shares have in 
their favor the fact that the com- 
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pany was slower in attaining a fy 
rate of manufacturing activity. The 
1936 earnings are not believed ty 
represent as close an approximation 
of full earnings possibilities, there. 
fore, as appears to be the case of 
Mesta Machine, notwithstanding the 
fact that the 1936 per share profits 
of the former represented an increase 
of 75 per cent over the previous year, 
whereas Mesta’s year to year eam. 
ings gain was only a little over one. 
third. It is not likely that the yea 
to year earnings gain from 1936 to 
1937 will show as wide a difference 
on a percentage basis. Nevertheless, 
the earnings record presently avail. 
able does not contain quite the same 
inference that United Engineering 
profits have reached the point of 
stabilization. 

There is another approach to mea- 
surement of expansion possibilities 
of the earnings of these two concerns 
on a relative basis. The previous 
peak of earnings of both companies 
was in 1930, when the steel industry 
had a breathing spell from the high 
rate of operations in the late Twen- 
ties and turned to mill improve- 
ments and replacements on an even 
larger scale than in 1929. Since the 
steel companies were placing less 
emphasis on enlarging their capacity 
to turn out more lower cost sheets, 
the manufacturing facilities of steel 
machinery concerns such as Mesta 
and United Engineering were not 
taxed to the same extent in 1930 as 
in recent years. Nevertheless, it is 
interesting to note that the 1936 
earnings of Mesta Machine were ap- 
proximately 70 per cent higher than 
during the previous peak year in 
1930, whereas United’s 1936 net 
profits were only about one-third 
higher. During this six year period, 
Mesta’s common stock capitalization 
was enlarged to a greater extent than 
United Engineering’s common stock, 
with the result that the increase of 
per share profits from 1930 to 1936. 
adjusted to present capitalization, 
was somewhat greater for Mesta 
than for United. 

Early last year, United Engineer- 
ing acquired a substantial interest in 
Davey & United Engineering Co., 
Ltd., of Sheffield, England, transfer- 
ing its foreign interests (aside from 
Canada) largely to this affiliate. 
The foreign manufacture of steel 
mill machinery of United design is 
believed to have wide possibilities 
for expansion, several large orders 
having already materialized through 
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You Are 
This Summer 


Wherever 


In the important months ahead 
you must keep abreast of the 
many far-reaching developments 
in the worlds of business, eco- 
nomics, politics—and investments. 


It is The Magazine of Wall 
Street’s task to see these develop- 
ments as they appear on the 
horizon — to interpret their 
course to the thousands of busi- 
ness executives and investors who 
are its readers. 


By having The Magazine of Wall 
Street follow you this summer, 
you can always have a clear pic- 
ture of the developments bearing 
on business and securities mar- 
kets, days and often weeks before 
the information would be avail- 
able to you through the usual 
channels. 


You will be always posted on 
your present investments and on 
new opportunities. Timely, in- 
teresting features will keep you 
abreast of developments bearing 
on your business future. 


Be sure of receiving the coming 
issues promptly during the im- 
portant months ahead. Every 
issue will contain timely infor- 
mation of actual dollars-and-cents 
value to you. 


Mail this coupon—now 
The Magazine of Wall Street 
90 BROAD STREET, NEW YORK 
I enclose $1.00. Send me the four issues 


beginning with your next issue. 


] If you would like to have this special 


offer cover eight issues instead of four, 
check here and enclose $2.00. 
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this channel. In regard to domestic 
prospects, it is also of interest to note 
that in a general way Mesta Ma- 
chine has obtained considerable 
business from U. S. Steel, while a 
number of the more important so- 
called “independent” steel compa- 
nies have favored United Engineer- 
ing. U.S. Steel assumed early lead- 
ership in the present movement of 
enlarging continuous rolling mill 
capacity although its program is now 
further along and the potential ma- 
chinery needs of this type on the 
part of smaller steel concerns is be- 
lieved still to be considerable. 

In the present temper of the stock 
market, growth possibilities in earn- 
ings prospects for 1937 and beyond 
are likely to warrant a greater pre- 
mium than stabilized earnings at a 
high level. Considering the fact 
that United Engineering shares have 
not as yet reflected this advantage 
marketwise to any appreciable ex- 
tent, there is a reasonable basis for 
labeling this issue somewhat the 
more attractive of the two, on a 
camparative basis. 





Opportunities in Rail Bonds 
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management had wished and since 
the credit position of Erie is not as 
strong as many of its larger com- 
petitors, the bonds proved somewhat 
vulnerable to recent reactionary ten- 
dencies in the bond market. 

The upward trend of earnings 
thus should prove to be the more 
decisive factor in the market for 
Erie bonds in the long run. Oper- 
ating over 2,300 miles, extending 
between New York and Chicago 
and serving such important indus- 
trial centers as Buffalo, Cleve- 
land, Youngstown, Akron = and 
Cincinnati, present prospects appear 
distinctly favorable for a full par- 
ticipation in the industrial recovery 
throughout this area. The loss of 
anthracite shipments, while estab- 
lishing a broader diversity of traf- 
fic last year, nevertheless had a 
moderately — restrictive influence 
upon earnings, since the bulk of the 
hard coal shipments originate on the 
company’s own line, whereas bitu- 
minous shipments are received en- 
tirely from connections. Some of 
the anthracite loss is attributed to 


transitory factors and any recover 
in this classification would accent. 
ate the uptrend of earnings thi 
year. In addition to their appeg 
from an income standpoint, ther. 
fore, the Erie 5s of 1975 appear t 
have reasonably well defined prog. 
pects for recovering higher ope 
market valuation during the byl. 
ance of the year. 





As Washington Sees the 
Business Future 





(Continued from page 459) 


in the United States in 1936 wa 
nearly 9,000,000,000 dollars more 
than in 1935, and only 20 per cent 
lower than for 1929.” 

Alexander V. Dye, Director of the 
Bureau of Foreign and Domestic 
Commerce, summarizes the outlook 
as follows: 

“According to the data on eco- 
nomic change flowing regularly into 
the Bureau of Foreign and Do- 
mestic Commerce, the volume of 
business activity in the United 
States was maintained on a rela- 
tively high plane during the second 
quarter of 1937, with substantial 
advances over the corresponding 
period of 1936 recorded by the in- 
dices of industrial output, domestic 
and foreign trade, employment. pay 
rolls, farm income, and other major 
economic series. A _ slackening of 
the forward movement was evident 
during the latter part of the quarter 
as seasonal factors and _ industrial 
disputes exercised a restrictive in- 
fluence. 

“The third quarter has opened 
with the effects of the latter situa- 
tion mitigated, with steel produc- 
tion experiencing a rebound after 
the June drop, and with strong pur- 
chasing power factors sustaining the 
volume of trade. 

“The agricultural harvest has be- 
gun under favorable auspices, with 
current prices and yield prospects 
indicating further improvement in 
purchasing power in rural areas.” 

Industrial profits are on the up- 
grade despite the load of heavy 
taxes. And don’t forget that the 
well-known employee is getting al- 
most as much today as in 1929 to 
say nothing of a rising total of divi- 
dends and interest payments. Good 
times are marching on! 
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Happening in Washington 
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(Continued from page 463) 


Anti-trust enforcement is tighten- 
ing. Fed. Trade Comm. is increas- 
ingly active and Sec. Morgenthau 
has ordered Procurement Division 
(which does bulk of government 
buying) to consider identical bids as 
collusion and submit evidence to 
Department of Justice. Other de- 
yelopments also indicate adminis- 
tration’s suspicion of “monopoly” 
and price fixing. 


forgotten man will be officially re- 
vived soon. New Dealers planning 
to show statistically how raising in- 
comes in lower brackets would boom 
all industry, eliminate unemploy- 
ment, boost national income fab- 
ulously. (Also increase taxables 
permitting government to go on 
spending.) Idea is to bolster anew 
popular support for all things labeled 
social progress. 


Budget prospects aren't bright. 
Congress keeps adding unbudgeted 
expenditures, savings from current 
appropriations will be meager, and 
pruning relief rolls is behind sched- 
ule. It looks like another sizeable 
deficit this fiscal year any way the 
hooks are juggled. 


Higher taxes can be expected next 
spring, though administration re- 
peats forthcoming revenue law re- 
vision will be for administrative im- 
provement and equalization rather 
than higher total yield. Congres- 
sional committees are preparing to 
do their own revising, relying on own 
expert staff more than Treasury’s. 


Unemployment insurance is now a 
national fact, with every state and 
territory covered by one of the 51 
laws approved by Social Security 
Board in past two years—much 
greater speed than was anticipated. 
Big task now is to work out ad- 
ministrative kinks. of which there 
are many. 


Social Security amendments eager- 
ly sought by S. S. Board being de- 
liberately sidetracked by Congres- 
sional leaders with promise they will 
be considered when tax loophole bill 
passes—if session lasts that long. 





Over-the-Counter 










ACTIVE ISSUES 


Quotations as of Recent Date 


Bid 
American Book Co. (4).......... 61 
American Hardware (1)........ 34% 


Climax Molybdenum (1.20)...... 521% 
Columbia Baking................ 1 
Columbia Br'dcasting “*“A'’ (new) 30% 


Crowell Publishing Co. (3)....... 42 
Dictaphone Corp. (2.50)......... 66% 
Draper Corp. (*5.40)............ 78 
Mercke Co. (1)............000 00: 38 
National Casket (3).............. 45 
Ohio Leather (1)................ 1814 
ee A, Sa eee 4514 
Singer Mfg. Co. (*16).........-- 301 
Trico Products (2.50)............ 4074 
Wilcox & Gibbs (1).............. 27 


PUBLIC UTILITIES 


Alabama Power Pfd. (7) ....... 13% 
Carolina Power & Light Pfd.(7).. 951 
Central Maine Power Pfd. “6)... 831% 
Dallas Power & Light Pfd. (7) ... 112 


Asked 
64 
361% 
54 

9 
3114 
45 
70%, 
82 
3914 
50 
23 
461%, 

305 
421%, 


14%, 
97% 
85% 
114% 


Bid 
Jersey Central Pwr. & Lt. Pfd. (7) 88 


Kansas Gas & Elec. Pfd.(7)...... 10914, 
Kings Co. Ltg. Pfd. (7) ......... 61 
Long Island Ltg. Pfd. (7)........ 719 
Metropolitan States Pwr. Pfd.... 37% 
Nebraska Power Pfd. (7) ....... 105% 


New Orleans Pub. Serv. Pfd. (6) 57 


Nor. States Pwr. Pfd. (7)........ 83 
Pacific Power & Light Pfd. (7)... 69 
Tennessee Elec. Power Pfd. (6).. 57 
Tennessee Elec. Power Pfd. (7).. 62% 


Texas Power & Light Pfd. (7).... 10214 
Utica Gas & Elec. Pfd. (7)....... 91% 


TELEPHONE & TELEGRAPH 
American Dist. Tel. N. J. (5).... 116 
Emp. & Bay State (4)............ 61 
Mountain States Tel. & Tel. (8).. 142 
N. ¥. Mutual (1.50)...........-- 24%, 
Peninsular Telephone (1.60)..... 27%, 
Southern New England Tel. (8).. 1591 


* Includes extras. 


Asked 


111 


41%, 
106% 
59 
86 
71 
58% 


104 
94 


117% 
144 


28% 
161% 





Bank. Insurance and 
Investment Trust Stocks 





ACTIVE ISSUES 


Quotations as of Recent Date 


BANK & TRUST COMPANIES 


; Bid 
Se Ee 6) ee eter 6714 
Bank of Manhattan (1.50)....... 32 
Bank of N. ¥. & Trust (14)...... 450 
Central Hanover (4)...........-- 1271/9 
ce (|) a a er 52 
Chemical (1.80)................- 64 
NID oo ceb se abes sas semnrer 47 
Corn Exch-nge (3).............. 63%, 
First National (100).............2235 
Guaranty (49)... ....2.066600.60% 322 
Irving Trust (.60)............... 15% 
Manufacturers (2).............. 531% 
Naw Vor (8). 62665 sees evescs. 133 
United States Trust (/70)........ 1750 


INSURANCE COMPANIES 


Aetna Fire (1.60)............... 48 

Aetna Life (11.10).............. 283/, 
Am. Surety (2.50). ............. 5214 
Fireman's Newark (.30)........ 1144 
Glens Falls (1.60).............. 43%, 
Globe & Rutgers................ 631% 
Great American ({1.20)........ 26%, 
Hanover F. (1560)... 6 50:6:.:000005. 33% 
Hartford Fire (2)................ 751% 


Asked 
691% 
34 

460 

130%, 
54 
66 
49 
64%, 

2275 

327 
161%, 
5512 

136 


50 

36% 
541, 
123, 
45%, 
6614 
279, 
35% 
781% 


Insurance Companies—(Continued) 


Bid 
at Gt |) Ot ee era 35 
Ins. Co. of N. America (12.50)... 73% 
Maryland Casualty.............. 51% 
National Fire (2)..............-- 63% 
Phinemix CIAO «6:00 68 5 osiscecns 8514 
Sun Life Can (15)..............-- 690 
Mwemeelete (8G: 6b ose ceks ee Ks 491 
United States Fire ({2.50)....... 53 
Westchester F. (1.50)............ 33% 


INVESTMENT TRUST SHARES 


Miaeree CORR so is ikke Secceececes 261, 
Brit. Type Investors............- .54 
oe | er ee 22 

Corporate Trust—AA (mod.).... 3.71 
Fidelity Fund..................-- 28.23 
Incorporated Investors.......... 25.51 
Maryland Invest................-- 9.75 
Massachusetts Fund............. 28.91 
Nation-wide Securities B........ 4.51 
No. Amer. Trust Shares 1958.... 3.29 
Quarterly Income Shares........ 18.08 
Spencer Trask Fund............ 21.72 
Uselps Voting Shares........... 1.02 


jIincludes extras. 
* Extra dividend. 


Asked 
37 


75 
6% 
66% 
8914 
740 
501 








Reserve bank stock ownership by 
government, proposed in latest Pat- 
man bill, is not opposed by adminis- 
tration on ground it would not af- 
fect present functioning of Fed. Res. 
system. True, government now has 
practical control of system, but 
change would remove semblance of 
banker control, put system entirely 
into politics, and be important step 
toward nationalized banking. 


Over-riding veto on further farm 
loan interest subsidies is another sign 
of Congress’ growing independence 
of Roosevelt, puts another dent in 
budget, shows difficulty of tapering 
off federal relief and subsidies, dem- 
onstrates power of farm lobby. Is 
precedent for HOLC moratorium 
or subsidy, a matter now quiescent 
but which will break out next year. 





Income on the Rise 





(Continued from page 467) 


part of national income. It amount- 
ed to 65.5 per cent of the whole in 
1929 and to 66.5 per cent in 1936. 
Starting the fifth year of the New 
Deal, “the common man” was still 
nearly 20 per cent worse off in money 
compensation than he was in 1929; 
and as compared with 1929 his share 
of the available income had been 
increased by only 1.55 per cent. 
Perhaps that gain justifies the bil- 
lions and billions that have been 
spent. Perhaps not. 





* COMING FEATURES OF * 
IMPORTANCE 


Where Does Roosevelt 
Stand Today? 
BY RAY TUCKER 
The Outlook for Motor 
Profits 
Will They Rise or Level Off? 

BY GEORGE L. MERTON 
Why the Banks Are Selling 
Bonds 
BY FRANCIS L. EDMONDS 


Potentialities of the New 
Chesapeake Corporation 
BY H. F. TRAVIS 








Good and Bad in Railroad 
Outlook 





(Continued from page 469) 


must contend, as well as the in- 
creased ability of shippers to afford 
reasonable increases, the chances of 
favorable action on pending in- 
creases appear good. 

It is all too evident that it may 
be as long as two or three months 
before the railroad prospect will be 
definite and complete, for while the 
Fall traffic outlook appears to be 
very good, this phase of the railway 
situation might be overshadowed by 
adverse developments in wage and 
rate negotiations. Consequently, 
the dividend policy of those roads in 
a position to pay dividends will be 
governed to a large extent by the 
trend of events. There has been a 
desirable improvement in the finan- 
cial position of many carriers, and 
this improvement has extended to 
include a number of roads which 
are still in receivership. Reorgan- 
ization proceedings have shown no 
noticeable acceleration, although 
evidence that the I. C. C. is losing 
patience with the prolonged delays 
may result in speeding up the for- 
mulation of reorganization plans. 





For Profit and Income 





(Continued from page 504) 


Speculative Public Utility 
Preferreds 


There has been considerable ac- 
tivity at higher prices in the public 
utility group recently. This is evi- 
dently a reflection of two develop- 
ments. The first is the all-time high 
to which the output of electric pow- 
er has soared. The second is less 
tangible, but it is the concensus that 
the defeat of the Supreme Court 
packing bill makes it less likely that 
the political enemies of the public 
utilities will have a free hand to 
do their worst. Have the public 
utility stocks discounted the im- 
provement in their prospects? This 
is to be doubted: especially does it 
seem that some of the more specu- 
lative public utility preferreds could 
work higher. Some of these stocks 


afford a very large yield and, 

a purchaser should not regard 
dividends as being indefinitely” 
sured, nevertheless the income y 
be considered an added attract 
A list of speculative preferreds 9 
in an interesting position would: 
clude the two American Power 
Light preferreds, the Electric Bg 
& Share preferreds and the prefer 
of Commonwealth & Southern, 
$3 preferred of the United Corps 
of a somewhat different type, ¥ 
though it, too, should do better} 
a generally improving public util 
picture. 


. 





Demand for Public Utility 
Service Still Upward ~ 





(Continued from page 471) ' 


in not a few instances a simplifies 
tion of the corporate structure ¥ 
be part of them. q 
Because of the different manne 
in which political and other factor 
are affecting individual public util 
ity companies, it is unsafe for thi 
stockholder to put his faith in gem 
eralities on the subject of earnings 
and dividends. For some compa 
nies, receiving the benefit of bus 
ness improvement and _ sheltered 
from the worst of the political persé 
cution, the outlook is for hig 
earnings and increased dividendg 
for other companies, subject to thi 
full blast of the unfavorable factor 
the earnings and dividend prospeé 
is an obscure one. q 





Underwood Elliott Fisher { 





(Continued from page 466) 


potential users of office equipmel 

have less surplus office machinery 
on hand to meet these new requitt 
ments for recording and preservilig 
business records. Furthermore, wil 
business profits substantially ime 
proved over recent years, the ability 
of potential customers to buy né 

equipment is increased at the same 
time that the need for new equip 
ment arises. On the whole, there 
fore, possibilities of future expansiol 
in business and earnings over an e% 
tended period appear to be distinctly 
favorable and from the stock marké 
standpoint, these potentialities am 
currently available reasonably. 
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